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More Public Servants— 
More ‘Taxes 


A government bureau may begin with a pine desk in a 
bare room but it always grows, says the author, and so 
government spenders hard-pressed for money may force 
removal of tax exemption from municipal utility plants. 


By HERBERT COREY 


ORE taxes must be paid in the 
M years to come. That is as 
evident as steam on a frosty 
morning. Each extension of the gov- 
ernment’s activities means the em- 
ployment of more men. Even when 
the emergency measures forced on the 
government by the distresses of the 
past two years are at an end, some of 
these men will remain in government 
employ. It has been estimated that 
one person in seven is now working 
for some one of our various govern- 
ments, Federal, state, and local. No 
one knows precisely. One pessimistic 
economist said recently : 
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“The time will come when one man 
in each three will have a government 
job.” 

That is guesswork, of course. This 
much is certain. No man can get a 
political job unless he has political in- 
fluence. That influence makes it more 
difficult to get rid of him. The sum 
of all these influences makes a gov- 
ernment. 

A government of bureaucrats is a 
government of spenders. The train- 
ing of a bureaucrat is wholly toward 
the spending of money. Under such 
a government taxes would surely go 
up, for it is only by taxing that a 
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government can get money to spend. 
It is possible, however, that neces- 
sity will compel a more equitable 


spread of taxation. 
 enaoiegl owned utilities, for ex- 
ample, may be compelled to 
shoulder the burden of Federal, state, 
and county taxes they now evade. 
The grave need for more tax money 
may lessen the threat that privately 
owned utilities may be taken over by 
the public. No one can know in ad- 
vance. The one thing that every one 
can know is that more taxes must be 


paid. 
A bureaucracy may be a very good 
government indeed. The members 


of the permanent force of a govern- 
ment are apt to be single-minded men, 
sincere, devoted to their work. From 
the taxpayer’s point of view they are 
sometimes too single-minded and too 
devoted. If a thorough-going bu- 
reaucrat had his way, his bureau 
would overshadow all other bureaus 
like a cottonwood tree over a bunga- 
low. They are sometimes merciless 
in money-spending. One year with 
another the public favors the spend- 
ing of public money more than its 
conservation. It is possible that the 
controlling minority of voters in the 
average voting district do not consci- 
ously pay enough tax to hurt. The 
experience of the past twenty years 
leads to this conclusion : 

The bureaucracy is apt to expand 
to proportions not now dreamed of. 
This will necessitate the imposition of 
new taxes and the increase in many 
instances of taxes now being levied. 


N 1912 we were rich, busy, and al- 
most untaxed. We protested then 
that we were overtaxed, but in fact 
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we paid little as compared to other 
nations. The newly levied income 
tax encouraged extravagance in ex- 
penditure. In the twenty years we 
have taken part in a World War, had 
a depression and a boom, were told 
that we were undefeatably prosper- 
ous, and then went to smash. In 1932 
we paid almost five times as much in 
Federal, state, and local taxes as in 
1912. Our gross capital indebted- 
ness, less sinking funds, had been 
multiplied almost four times in the 
local borrowing units alone. 


In 1912 our net per capita local 


0S LE SD 35.81 
S\.  2 S rere 71.2 
Bp A PB wv oicibiiccccsccnco’s 122.15 


The figures were taken from the 
preliminary report of the Bureau of 
the Census. Another compilation 
shows the total taxes levied by the 
Federal, state, and local governments 
in the same period. They had multi- 
plied almost five times. We paid to 
state and local governments and Fed- 
eral government the total of taxes as 
shown by the table on page 65. 

That is not all of it. 


n 1912 our cities and towns had 

not yet grown too big for their 
breeches. They were expanding in a 
fairly moderate and contented fash- 
ion. Then a series of new facts ex- 
ploded under them. New forms of 
transportation made it comparatively 
easy'to get out to the suburbs. High- 
pressure industry drew men from the 
farms to the cities in which they got 
more money than they had ever 
dreamed of for their work and their 
wives could get to the movies and 
away from the pump in the yard. 
There were fewer people on farms in 
1930 than in 1900. The war aided 
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in the shift of population. The easy 
money which followed called for 
more ease in living. The cities and 
towns built streets, laid down sewers, 
plotted subdivisions. Then the 1929 
unpleasantness followed and today 
there are about 2,000 such cities and 
towns in default either on the princi- 
pal or the interest of their bonds to 
a sum of about $1,200,000,000. 

There are, however, about as many 
men at work for the 2,000 cities and 
towns as in the times of prosperity. 
The reader may offer his own reasons. 
It takes about as many policemen to 
patrol a sparsely settled area as if 
there were five houses to the block. 
Water mains and sanitation must be 
kept up. It is cruel to turn a man off 
when there are no jobs to be had. 
Politicians protected their friends. 
The Associated Press recently report- 
ed that in a dozen states almost $50,- 
000,000 had been sliced off the budg- 
ets. A very handsome sum, but the 
total known default in 2,000 towns 
and cities is $1,200,000,000. There 
is reason to believe that the number 
of towns and the total default will 
be added to in 1934. 


HE public need compelled the 

Federal government to come to 
the rescue of its distressed citizens. 
Four million men were put to work 
by the CWA alone, according to Ad- 
ministrator Hopkins’ report. At the 
coming of spring they were released 
as rapidly as practicable but it is ta- 
ken for granted that unless there is a 


State and 
Year local governments 
1912 $1,464,000,000 
1922 4,224,600,000 


1930 6,797 000,000 


surprising upturn in business condi- 
tions most of them will be taken on 
the rolls again next winter. In the 40 
bureaus which handle the new forms 
of public activity under the present 
administration 40,000 men _ and 
women are employed, according to 
Senator Arthur Robinson of Indiana. 
It is being assumed with increasing 
confidence in these bureaus that this 
employment is permanent. 

No one knows how many will be 
employed in the AAA, if Secretary of 
Agriculture Wallace is permitted to 
put in effect the plan to control agri- 
culture which he is advocating. He 
has said frankly that it may not be 
necessary. At least it may not be nec- 
essary to the extent that he has stated 
as possible. But if the United States 
accepts the policy of reducing the 
farm output by means of a licensing 
system, taking the place of the pres- 
ent land-leasing and processing tax 
plan, Wallace has said that each 
farmer may be required to take out 
a Federal license for the total of the 
crop he will be permitted to harvest: 

“There may be a license on a pole 
in every field.” 


[’ is impossible to even guess at the 
number of men which would be 
required to control this plan. It may 
never be put at work, but in view of 
what has happened in the past it is by 
no means impossible. A government 
bureau may begin with a pine desk 
in a bare room, but it always grows. 
An example of the possibilities may 
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Federal government. 


Total all taxes 


$667,000,000 $2,131,000,000 
3,204,000,000 7,428,600,000 
3,480,000,000 10,277,000,000 
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be found in a conversation with an 
NRA executive not long ago. He 
spoke of the possibility that the NRA 
might find itself forced to police in- 
dustry : 

“T believe,” said he, “that we must 
control prices if we are to carry out 
our present plan. If industry will do 
its own policing we will be pleased. 
We do not want to set up a force of 
snoopers. But if industry will not 
compel its members to live up to the 
codes then we will have no choice.” 

There will be about 650 codes when 
the NRA has finished its work of con- 
struction. They will cover every item 
used by the richest and most extrava- 
gant people on earth. Everything we 
eat and drink and wear and see and 
read and sleep in will be under a code. 
No one can even attempt to guess at 
the number of men required to do the 


job of policing if industry fails. 


HERE is no thought of criticism 
in what is being written. A year 
ago this country was in a desperate 
condition and only a desperate rem- 
edy could aid it. History shows that 
a new idea, whether it is called a rev- 
olution or not, always goes on. It 
never turns back. But it is evident 
that the government forces will be 
largely increased. And permanently 
increased. 
. The success of the CCC has been 
so striking that it is reasonably cer- 
tain that it will be maintained, even 
if in a modified form. The 300,000 
boys in hard luck have enjoyed their 
experiences. The Army welcomes the 
CCC, for it has given its young of- 
ficers needed experience. It is not 
probable that the Army has closed its 
eyes to the value of 300,000 young 


men who know how to take care of 
themselves in camp, if they were ever 
to be needed. 

Not only does a new-born bureau 
always grow, but it never dies. No 
government ever relinquished a serv- 
ice it has undertaken. In 1912 the 
government confined itself in princi- 
ple, at least, to the functions of gov- 
ernment. It maintained an army and 
navy, the necessary courts, and the 
executive and legislative establish- 
ments. Then it began to expand. 
Two little bureaus grew where one 
clerk sat before. Here and there it 
bulged out of the usual administra- 
tive limits and became a benefactor. 


HE National Bureau of Stand- 

ards is crammed with scientists 
who have been of inestimable service 
to American industry. They might 
have been of the same service if they 
had been directly employed by indus- 
try. Other scientists have been so 
successful in making the American 
farmer a better farmer that he is now 
producing so much that he has almost 
starved himself to death. 

The rule is that the larger a bureau 
gets to be, and the more valuable it 
is to some one, the more impregnable 
it is and the more certain it is to grow. 
The men who make their work in it 
their life work learn how to play poli- 
tics to hold their jobs. No one blames 
them. The more money a bureau 
spends the more important it is to the 
politicians. 

Meanwhile more money must be 
had. 

There is only one well from which 
money can be drawn. That is the 
tax well. Some lessons have been 
learned by the taxing authorities in 
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The Farmers Ask a Question 


ce ys of the unexpected and yet understandable features 
of the present situation is that the farmer is beginning 

to inquire into the tax exemption of the municipal plants. 

Some part of a tax imposed on the plant in Maryvale would 

get into the county treasury and thereby lessen his burdens. 
That is of prime importance to him just now.” 





the last few years. A tax on gasoline 
that the truck-owner will not pay re- 
duces the income of the state or city, 
as the case may be. The Congress 
imposed a reasonable tax on whisky 
in recognition of the bootlegger’s ac- 
tivities. A movement in many of the 
distressed states is gathering force to 
tax the municipally owned electric 
light plants. That would have been 
hooted down not long ago. The 
theory has been urged by the friends 
of public ownership that the profits 
of such plants were accepted by the 
fortunate municipalities in lieu of 
taxes. This is a tacit recognition of 
the truth so often urged in Pustic 
Utiyities ForRTNIGHTLY: 

“There is no such thing as a tax- 
less town.” 


NDER pressure of necessity some 
of the states are developing a 
new viewpoint. If the thriving town 
of Maryvale were served with elec- 
tricity by a privately owned company, 
the city, the state, and the Federal 


67 


government would each get a slice of 
the taxes it pays. If the company is 
owned by the city then the state and 
the Federal government are chiseled 
out of their share. Some one else 
must pay the sums which are not be- 
ing secured from the publicly owned 
company. The taxpayer in the neigh- 
boring town of Marlton, which is 
served by a privately owned company, 
can see no reason why he should pay 
a part of Maryvale’s taxes. Some 
one, evidently, does pay that part. 

It has been estimated that in Ohio 
alone there are municipally owned 
gas, electricity, and water plants val- 
ued at $225,000,000. If they were 
privately owned they would pay $5,- 
000,000 a year in taxes. Even in 
so rich a state as Ohio $5,000,000 is 
not to be sneered at. There are 1,802 
municipally owned electric plants in 
the United States. According to the 
Bureau of the Census their total rev- 
enues amount to $121,194,446. It 
has been estimated that if these plants 
were privately owned they would pay 
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in this year about $17,500,000 in 
taxes. The extreme need for more tax 
money felt in city, state, and nation 
makes it probable that these plants 
will be asked to show cause why they 
should continue to be tax exempt. 


NE of the unexpected and yet un- 

derstandable features of the 
present situation is that the farmer is 
beginning to inquire into the tax ex- 
emption of the municipal plants. 
Some part of a tax imposed on the 
plant in Maryvale would get into the 
county treasury and thereby lessen 
his burdens. That is of prime impor- 
tance to him just now. 

The AAA program, too, has had 
an odd side issue which affects the 
farmer’s attitude toward the munici- 
pal ownership of electric plants. The 
census figures show that the munici- 
pally owned plants have paid little at- 
tention to the appetite for electricity 
of the farmers outside the bounds of 
the municipalities. This is anything 
but surprising. The plants were built 
to service the taxpayer who paid for 
them, and the farmer does not pay 
taxes in town. 

Perhaps this was a matter of no 
consequence to the farmer until re- 
cently. But the action of the AAA 
in paying him for not farming some 
of his land has suggested to him that 
. he might eat his cake and have it, too. 
By leasing some of his land to the 
government and making a better crop 
on the land left in his control he can 
make a two-way profit. The lease 
money comes in a letter. If he makes 
an extra large crop and the crop prices 
are increased by the withdrawal of 
millions of acres from cultivation he 
profits again. The modern farmer 


knows that electricity is as much of a 
necessity in the country as in town. 
If the municipally owned plant is 
taxed its managers may be busier in 
the hunt of new business, for it has 
become an industry instead of a po- 
litical issue. 


HERE is another little phase to be 
considered, too. Only a little 
phase, but when several little phases 
are added they make a big phase. 
There has always been a certain 
antagonism between farm people and 
city people. The farmer has never, 
in any age of history, accepted the 
offered explanations for the spread 
between the price of the things he 
sells and the things he buys. In the 
past three decades the population of 
this country increased by sixty per 
cent.. Yet there was never any short- 
age in food crops. Had the farm 


population increased in the same ratio 
six million more farmers would have 


been needed on the farms. The na- 
tional farm income has decreased 
from only a little less than twelve bil- 
lion dollars in 1929 to a trifle more 
than five billion dollars in 1932. His 
taxes have not decreased in the same 
proportion. He was at the peak of 
his income in 1919. Yet he paid twice 
as much in property taxes, a total of 
$777,000,000, in 1929. In 1932 his 
pigs sold for nothing much for a 
wagon load and his corn at a few pen- 
nies a bushel was still too costly to be 
sold to feeders to put practically val- 
ueless fat on the ribs of steers. But 
his property taxes had only declined 
to $629,000,000. 


} oy was natural that he began to look 
about him. He has done his very 
successful best to make himself effi- 
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On thousands of: farms the 


cient. 
most bitter economy was practised in 
order that small electric plants could 
be purchased to lighten the work of 


the feed yard and the kitchen. The 
farmer paid taxes on these little 
plants. But in the near-by village the 
municipal plant did not appear to be 
paying a tax. It certainly did not pay 
a state or a county tax. 

The farmer had been studying the 
matter of tax exemption with interest 
for some years. He could see that 
state property devoted to the actual 
functions of government should be 
exempt. He could see some justifica- 
tion for the exemption of church, 
charitable, and school property. Their 
benefits were to some extent diffused 
over the state. But he could see no 
reason for the exemption of a munic- 
ipally owned electric plant from taxa- 
tion, inasmuch as it served a single 
community only. Especially when 
his own plant was taxed to the wind- 
mill. This new-born attitude on the 
part of the farmer is expressed by the 
California Farm Bureau Federation 
in its protest against the proposition 
that the electric services in San Fran- 
cisco shall be taken over by the city: 

We are not at all concerned with the 
question of public or private ownership, 
but we do demand that all citizens of the 
state of California be treated alike—that 
special favors shall not be granted to city 
consumers who may be able to enjoy the 
benefits of tax exemption unless those same 


exceptions shall be granted also to coun- 
try consumers. 


e 


I NDICATIONS are multiplying that the 

increasing need for more tax mon- 
ey is forcing a careful study of tax 
problems on our lawmaking bodies. 
The immediate need before the pres- 
ent national administration when it 
took office was to relieve distress. 
Money was borrowed for that pur- 
pose. The same thing may be said 
of each state and municipality. Mon- 
ey was borrowed, broadly speaking, 
to the borrowing limit. The first 
impulse thereafter was to impose new 
taxes and increase old taxes in order 
to provide a means of repayment. 
But the unfortunate experiment in at- 
tempted prohibition had shown that 
it is not enough merely to pass a law. 
In order to control the bootleggers a 
moderate Federal tax was placed up- 
on whisky. Wherever an excessive 
state tax has been added to this Fed- 
eral tax, bootlegging has flourished 
almost without hindrance. 


O NE of the means for relieving the 
depression was the advancement 
by the Federal government of money 
for the purpose of building publicly 
owned utility plants and transmission 
lines. The argument was that in this 
way thousands of men could be put at 
work. Back of that was the convic- 
tion held by thousands of voters, in 
consequence of a decade or more of 
well-organized propaganda, that pub- 
licly owned plants not only lightened 
the tax burden on the community but 


“A GOVERNMENT of bureaucrats is a government of spend- 
ers. The training of a bureaucrat is wholly toward the 


spending of money. 


Under such a government taxes 


would surely go up, for it is only by taxing that a govern- 
ment can get the money to spend.” 
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provided a shield against the so-called 
exactions of the power companies. 
The counter argument is now being 
urged with vehemence throughout the 
country. 


HE exemption from tax of the 

publicly owned utilities imposes 
an unfair burden on the taxpayers 
outside the immediate sphere of each 
plant’s operations. 

This inequality would continue to 
exist if all the privately owned utili- 
ties were to be taken over by the state. 
Those taxpayers not in a position to 
benefit by the operations of the plants 
would be as unjustly discriminated 
against as is the farmer when he is 
compelled to go into his shallow pock- 
etbook to pay the share of the Fed- 
eral, state, and county taxes which 
have been evaded by the municipally 
owned plant in his county seat. It is 
impossible to say precisely how many 
taxpayers there are in the United 
States who are not at present buyers 
of energy. The only definite infor- 
mation is to be found in the prelimi- 
nary report of the Bureau of the Cen- 
sus, which states there are 19,285,560 
domestic consumers and 3,527,794 
commercial purchasers. 

A more comprehensible view of the 
injury which would be done the state 
revenues is to be had by an examina- 
tion of the taxes being paid today by 
the privately owned utilities. So far 
as can be determined they are now 
paying $270,000,000 annually, of 
which the cities get about $130,000,- 
000, the Federal government in the 
neighborhood of $70,000,000, while 
another $70,000,000 goes to the state 
and county governments. 

At this period when every possible 
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tax dollar is needed the taking over 
by the state of all privately owned 
utilities would shear off practically all 
of that revenue. Yet it is only the 
seizure of these plants by the state 
than an indefensible discrimination 
against the nonuser of electricity can 


be avoided. 
Ae phase of the situation is 
being given study by the author- 
ities to whom have been delegated the 
task of raising the sorely needed tax 
money, as is shown by newspaper re- 
ports from almost every state in the 
union. One of the vital weaknesses 
in the scheme of national recovery, 
as it has been exhibited up to the pres- 
ent, has been the reluctance of capital 
to abandon the comparative safety of 
the bank vaults and again engage in 
industry. The larger banks every- 
where are reported to be in a state of 
excess liquidity. Their chests are 
packed with money, but comparative- 
ly little is being loaned. In an effort 
to obtain some measure of control 
over these banks the Federal Reserve 
Board has bought $50,000,000 of 
preferred stock and has insisted on 
representation on the directorates of 
the selected banks. Even this has not 
been able to force an outgo of money 
and it seems probable that no pres- 
sure which can be exerted by the state 
will force that outflow until the banks 
are offered investments which may be 
considered safe. 

While the threat of the practical 
seizure of the privately owned utili- 
ties by the state remains it is evident 
that bankers will not loan more mon- 
ey for extensions. Meanwhile the 
activities of the Tennessee Valley Au- 
thority in invading the utility field in 
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Awakening to Unfair Municipal Plant 
Tax Favoritism 


“— we had plenty of money we gave little thought to 

the problems of unfair taxation inherent in the theory 

If millions in tax money were 

lost through the municipal ownership of utility plants they 

could be made up by putting a little fresh burden on the real 

estate owner. But the real estate owner is distinctly not having 
any more just now.” 


of public ownership. 








the south has had an effect in dis- 
couraging investors in utility stocks. 
In many cases they have thrown over 
their stocks and bonds at ruinous 
losses. The stagnation consequent in 
the utility industry as a result of these 
conditions is being examined by the 
taxing authorities rather widely. 


D URING that period when we all 
had gravy on our bread a com- 
paratively slight complication would 
have been cheerily hurdled. When 
we had plenty of money we gave little 
thought to the problems of unfair 
taxation inherent in the theory of 
public ownership. What were a few 
dollars to us? If the bankers would 
not invest in the utility business be- 
cause its status was threatened they 
would certainly invest in something 
else. If millions in tax money were 
lost through the municipal ownership 
of utility plants they could be made up 
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by putting a little fresh burden on the 
real estate owner. But the real estate 
owner is distinctly not having any 
more just now. Movements for the 
reduction of the tax on real estate are 
under foot almost everywhere. 

While we were befuddled with 
money we paid no attention to the 
actual totals of our public debts. 
There were tax limits, fixed by laws 
or Constitutions, and we assumed 
they were being obeyed. Now we 
have discovered that in many munici- 
palities the voters have carelessly per- 
mitted themselves to be saddled with 
debts three and four times the lawful 
limit. What to do? Certainly the 
one thing not to do is to enforce the 
collection of revenues that are not col- 
lectible. The one definite result 
would be that the voters would move 
out of town. In New York and Chi- 
cago and literally scores of other ci- 
ties taxpayers’ revolts are in progress. 
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They will not pay until the tax valu- 
ations and tax levies of their proper- 
ties have been overhauled. 
| is perfectly understandable, then, 
that the attention of many tax 
gatherers has been turned away from 
the theory of public ownership with 
which they toyed not long ago and 
toward a plan for the further taxation 
of the utilities. What the utilities 
gain on the turns they may lose on 
the roundabouts. With incomes low- 
ered or destroyed and real property 
on the market at distress prices the 
one thing left to tax with some pros- 
pect of return is expenditure. 

That discovery was made ages ago, 
on perhaps every tax-gathering state 
in the world. Romans paid taxes on 
the corn and wine they bought, and 
the Britons on their bread and beer, 
and more lately Americans on gaso- 
line and tobacco. Once a commodity 
of wide public use is discovered 
which approximately maintains its 
sale in bad years as well as in good, 
the first thought of the tax gatherer 
is to put as high a tax on it as the 
traffic will bear. 

The top of the tax rate, in fact, is 
established by the popular estimate of 
the value of the commodity. When 
the tax plus the market cost is more 
than the people will pay sales and tax- 
es go off rapidly. The tax gatherer 
thereupon lowers the tax rate until the 


happy medium is found. 
| ig is extremely likely that the taxes 
on the sales of electricity will be 
increased, for the consumers have 
demonstrated the value they place up- 
on it. The national income shrank 
from the top in 1929 to a low in 
1932. In spite of that the use of elec- 
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tricity actually increased from 9,772,- 
000,000 kilowatt hours in 1929 to 
11,986,000,000 kilowatt hours in 
1932. During this period the aver- 
age cost of electricity for domestic 
use fell from 6.33 cents per kilowatt 
hour to 5.58 cents, and yet the con- 
sumers actually spent 8 per cent more 
in dollars in 1932. The tax gatherer’s 
ideal had been found. In spite of the 
hard times the people were using more 
electricity. In ordinary times the val- 
ue of any service to the consumers 
might be ascertained by increasing the 
price until consumption fell off. It 
would be a thoroughly impractical 
and unlikely test, but it would be ef- 
fective. 


HE decreased income of the con- 
sumer had practically the same 
effect. He was relatively paying more 
for current than he had been while he 
had more money. But he bought it in 
increasing quantities. Therefore the 
tax gatherer may reason that he will 
pay even more for it rather than do 
without it. Perhaps he will. But the 
one thing the tax gatherer cannot do 
is to add a tax—and get it—if at the 
same time the rates are cut unrea- 
sonably low by state or local commis- 
sions. Not unless the consumer is re- 
quired to pay the tax direct. A utility 
company may be able to sell current 
for domestic use at the current rate 
of 5.58 cents and make a profit. But 
if the state deducts a 2-cent tax and 
the commission cuts the rate to 5 cents 
the company must simply go out of 
business unless it can make a profit. 
T is not permissible to do more than 
guess about anything in the field 
of politics, industry, or finance, condi- 
tions being what they now are. But 
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it seems possible that the growth of 
a large and hungry army of public 
servants will continue at a more or 
less accelerated ratio. It also seems 
possible that taxpayers will prefer to 
continue to receive tax payments from 
utility companies, rather than release 
some millions of dollars each year for 
the purpose of securing a tax inequal- 


ity that must result in protests. It 
may also be that in order to get more 
taxes from the utilities they will be 
protected against unfair rate cutting 
by the commissions. 

The two things that seem fairly 
certain to an observer in Washington 
are that we will have more public 
servants and higher taxes. 








Thumb-nail Essay on Taxation of 
Utility Customers 


Utility customers are among the most 
gullible of the great army of American tax- 
payers. 

Every once in a while someone comes forth 
with a proposal to increase the tax value of 
utility property so as to make it equal to 
the value the company claims the property 
is worth for rate making. 

Those who make these suggestions are 
supposed to be friends of the utility customers. 
Proposals on their behalf to jack up utility 
taxes must be made on the theory that the 
companies pay the taxes. Even the managers 
of utility companies often talk about high 
utility taxation as if these taxes were borne 
by the companies. 

But the utility companies are only the tax 
collectors. 

* * 

The bills rendered by private utility com- 
panies to their customers are for two kinds 
of service: 

1. Utility service, and 

2. Political or governmental service. 

The bills for municipally owned utilities, of 
course, do not usually include anything for 
governmental service, as the charge for that 
is made up in other tax bills. 

But part of the charge of private utilities 
against their customers is for the support of 
the government. If the charge for this 
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service is increased by boosting the tax, the 

additional burden of the support of the gov- 

ernment is shifted from the shoulders of 

others to the shoulders of utility customers. 
*x * 


If a citizen owns or rents a house and 
receives his water supply from a private 
utility company and also takes gas, electric, 
and telephone service, he is taxed right at 
home in at least five different ways for the 
support of the government. He pays a tax 
for the use of his house, another for the 
use of water, another for gas, another for 
electric, and another for telephone service. 
This, of course, is only a partial list of the 
ways in which the government touches his 
pocketbook. 

* * 

If the utility customer rents instead of 
owns his house, he may believe that he goes 
scot-free from taxation, because of the fact 
that the tax levies are made against the 
landlord and the utility companies. This is 
one of the interesting features of indirect 
taxation. The government gets the money, 
and the tax collectors—the landlord and the 
utility companies—get the blame. 

So utility customers often clamor for high 
taxes against themselves because they erro- 
neously believe it is the companies which are 
being taxed. 











A New Theory of Rate Making 


Which ts designed to provide for fluctuation 
in use of plant capacity 


Ir a plant is not overbuilt but is not at times, because of an economic depression 
or otherwise, used to capacity, can the varying demand be taken care of 


in 


fixing rates with justice to the company and its customers? The author thinks 
it can. His theory, while rejected by the Michigan commission, was favorably 
commented on by one of the commissioners. 


By HAROLD GOODMAN 


T’s an ill wind, runs the old bro- 
I mide, that blows no one good. 
The depression has undeniably 
been an ill wind and it has blown 
more than its share of new troubles 
to utility regulatory commissions be- 
sides aggravating a number of old 
ones. Is there any good—that is to 
say, “good” for the science of utility 
regulation, that may be salvaged from 
the economic Valley Forge in which 
we have dwelt since the fall of 1929? 
One result of the depression was 
the drying up of utility service con- 
sumption. The number of customers 
did not noticeably drop off—not in 
the beginning at least—but the slow- 
ing down of business and resulting 
unemployment was soon reflected in 
the lowered output of utility plants, 
particularly power utility plants. 
This in turn led to an increase in the 
idle hours of plant equipment as well 
as a shrinkage in gross revenue. 
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It is an old story to most of us, but 
consider the consequent controversy 
that arose between the plant manage- 
ment and the customers. 


N one hand, we have the manage- 
ment obliged to keep everything 
in readiness for operation tomorrow, 
next week, next month, or whenever 
the demand shall return, plant equip- 
ment for which he has no present use 
and which, of course, does not even 
earn its room and board. On the oth- 
er hand, we have consumers, already 
pinched by generally adverse economic 
pressure, asked to pay rates sufficient 
to keep up this surplus or standby 
capacity of plant equipment until such 
a time when demand will pick up suf- 
ficiently to bring it once more into 
profitable operation. 
It is one of the most serious prob- 
lems which the science of utility reg- 
ulation, if there really is such a sci- 
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ence, must solve. Beside it the classi- 
cal controversy over reproduction cost 
vs. prudent investment seems at times 
like the battle between Tweedledum 
and Tweedledee. It is not a new prob- 
lem but the depression has laid it be- 
fore us in such a sharp challenging 
manner that the best minds of regu- 
lation are working for a solution as 
never before. If that solution is ac- 
complished then we may well claim 
that some good has been -salvaged 
from the depression for the benefit of 
utility regulation. 


HE first temptation of the rebel- 

ling consumers was to make an 
attempt to have the value of the idle 
plant capacity thrown out of the rate 
base through the application of the 
well-settled regulatory doctrine that 
nothing shall be valued for purposes 
of rate making save property “used 
and useful” in the rendition of public 
service. 

To this the utility managements 
have, naturally enough, objected on 
ground that such property is useful 
in public service in the broader sense 
of that term as extending over so- 
called “normal operating periods.’ 
But since few can agree on what con- 
stitutes a “normal operating period” 
for any particular utility plant, this 
treatment of the issue only seems to 
increase the difficulty. 

Something is wrong, fundamental- 
ly wrong, with the prevailing rate-fix- 
ing formula. What is it? 


HEN Commissioner Waples of 
Michigan recently * pointed out 
the fact that the present orthodox 
system of rate fixing erroneously as- 
sumes a theoretically constant use of 
utility plant installation and makes 
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no allowance for periodical variation 
in the general demand for the serv- 
ice, he hit upon the right trail. He 
revealed the ghost that has been hid- 
ing in the regulatory closet since the 
closet was built. 

Various text-writers have called at- 
tention to the fact, but Commission- 
er Waples was probably the first in 
the chair of regulatory authority to 
voice his opinion as a commissioner 
in favor of an elastic method of rate 
making, that would attempt to give 
some scientific recognition to this fac- 
tor of continuous increase and de- 
crease of the average customer’s de- 
mand for utility service. Commis- 
sioner Waples said in part: 


A system of rate making which would 
thus enable the utility to receive on the 
average a reasonable rate of return upon 
its property devoted to the public use, and 
also in effect to enable the consumer, 
through the utility, to lay aside a fund in 
times of prosperity which would enable 
him to receive service at a low rate in 
times of economic stress, would do more 
than anything yet hit upon to improve pub- 
lic relations. Certainly the deplorable 
state which public relations have reached 
in many sections has done neither the utili- 
ties, their security holders, nor the rate- 
payers any good. 


ogee gece Waples’ opinion in 
this case also gives a thought- 
provoking viewpoint on that impor- 
tant phase of rate regulation which 
follows naturally from the factor of 
fluctuating demand for utility serv- 
ice; namely, the condition of fluctuat- 
ing output and revenues due to varia- 
tion in customers’ use of the installed 
plant capacity. 

The commissioner’s ideal of rate 
regulation as a “realistic science” is 
both novel and refreshing. He vis- 
ualizes, apparently, a rate-making 
formula that would weigh both the 
technical and economic factors under- 
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lying the production and sale of elec- 
trical energy. This is in striking con- 
trast to the naive but accepted stand- 
ards of rate: regulation which over- 
look entirely two facts which charac- 
terize the power business: 

1. Technological production, and 

2. Variations in demand. 

These accepted standards are based 
on the theory that so much capital 
must be made productive of so much 
profit, according to a legal formula. 
If such theoretical level is not met, 
the rate—the price per unit of service 
—is increased and if the level is ex- 
ceeded the rate is decreased. 


HE numerous fallacies in such a 
system of rate regulation are ob- 
It is either unfair to the util- 
If the rate 


vious. 
ity or to its customers. 


is made based on approximately 100 
per cent of capacity, a drop in busi- 


ness will handicap the utility. Like- 
wise, if the rate is made on a basis of 
50 per cent use, customers are ag- 
grieved. Again, such a rate yields a 
double revenue when capacity is 
reached. 

Aware of these inequalities, Com- 
missioner Waples advances the solu- 
tion that when utility customers’ use 
of a plant’s capacity is low, something 
less than a normal average return is 
required ; and that when the degree of 
use approaches capacity, something 
more than the normal return should 
be accorded. 


Such a basis for rate regulation 
considers that the relationship of in- 
stalled capacity to the immediate 
needs of the customers may be such 
as to indicate that the available ca- 
pacity is greatly in excess of the cus- 
tomers’ requirements, but that such a 
condition does not indicate that the 
installed capacity is excessive. It may 
have been prudent and economical to 
have provided for future growth in 
demand. 

The commissioner’s opinion also 
takes into account that the recession 
in demand of recent years may leave 
a wide margin of inactive capacity 
which may be called into use when- 
ever the expected improvement in 
business materializes. 


ee that revenues ought 
properly to fluctuate with out- 
put, the commissioner strongly em- 
phasizes the necessity for a flexible 
and variable rate of return. In view 
of a reasonable forecast of the pros- 
pective business in relation to the in- 
stalled capacity, the rate principles 
propounded by Commissioner Waples 
will produce correct results. The 
writer, however, believes that the the- 
ory of a variable rate of return is not 
the most satisfactory basis upon 
which the result should be explained. 

Although occasionally mentioned, 
the subject of existing installed ca- 
pacity and the probable future earn- 
ing power has never been fully ex- 
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“THERE has been notable recognition by court and com- 
missions that fluctuations of revenues in accordance with 
varying degree of use are proper and necessary phenomena. 

the tendency has been to seek theoretical justifica- 
tion by proposing modifications in the rate of return.” 
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plored. Courts and commissions 
alike have hesitated to assume the rdle 
of business forecaster. The subject 
was involved in a Supreme Court 
case.2 The opinion stated in part: 


If a plant is built, as probably this was, 
for a larger area than it finds itself able 
to supply, or, apart from that, if it does 
not, as yet, have the customers contem- 
plated, neither justice nor the Constitution 
requires that, say, two thirds of the con- 
templated number should pay a full return. 
A similar opinion on this subject 
was given in another case.° © 

The first-mentioned case has appli- 
cation to a situation in which the ca- 
pacity in excess of present needs had 
been installed improvidently. It also 
involved a situation in which prudent 
provision for future demand had been 
made. The gross revenue require- 
ment calculated upon the basis of the 
portion of the property actually used 
and useful was not imposed as a per- 
petual limitation upon what customers 
as a group should pay for service. 
The court defined only the revenues 
collectible from the then present use 
and it left the utility free to sell such 
further goods as might later be de- 
manded, and to secure additional rev- 
enues up to the limit of its marketable 


output. 


AS actually calculated in the San 
Diego Land & Town Company 
Case, the revenue requirement was 
too low. The procedure adopted was 
to ascertain the total requirement as 
if the plant were to operate constant- 
ly at capacity, and then to divide this 
requirement by the proportion of to- 
tal capacity which was actually in use. 
The utility could not afford to sell 
service at this price. If only 50 per 
cent of capacity output could be mar- 
keted, the revenues, in order to be re- 


munerative, would have to be more 
than half of what would be required 
if the plant were operating at full ca- 
pacity. 

Commission decisions for the most 
part emphasize only one portion of 
the trouble caused by this problem. 
As a rule they tend to approach the 
problem with a view of determining 
only whether the investment in plant 
capacity in excess of present use was 
justified, and have included or exclud- 
ed in the rate base the assumed cost 
or value of such excess capacity, de- 
pending upon whether, in their opin- 
ion, it was prudently installed.* 

However, there has been notable 
recognition by courts and commis- 
sions that fluctuations of revenues in 
accordance with varying degree of use 
are proper and necessary phenomena. 
As in Commissioner Waples’ opinion, 
the tendency has been to seek theo- 
retical justification by proposing 
modifications in the rate of return.® 


F gictenny mode of approach by 
which the problem of varying 
revenue is recognized lays emphasis 
upon whether the particular test year 
under consideration represents nor- 


mal or average output. Inasmuch 
as rate regulation is prospective in 
operation, any particular test year, or 
any past period taken as a basis for 
calculation, is valuable only to the ex- 
tent that it is indicative of the future. 
Otherwise our so-called normal or 
test year is an illusion. 

Changes in particular utility rate 
schedules by the commissions and reg- 
ulatory bodies are not every-day hap- 
penings in the life of individual utili- 
ties. The impracticability of regulat- 
ing rates merely upon the basis of the 











PUBLIC UTILITIES FORTNIGHTLY 








Variations in Use Not to Be Ignored 


“— 


ACH unit of service should command the same price to 
avoid discrimination between customers, but that price 


should be adequate to afford a compensatory income with re- 


lation to the total output. 


only assumes that output will be constant. 


To ignore these variations of use 


The plant capacities 


of most of our American utilities were not installed upon the 
basis of a long gamble.” 





immediate demand for service with 
the implication that a new adjustment 
will be made whenever new custom- 
ers are added is obvious. Likewise, 
it is evident error to assume an ideal 
of a constant level of gross revenues 
despite the fluctuations in demand. 
Practical conditions must be recog- 
nized in any determination of rates. 

The regulation of rates can be ac- 
complished in a most satisfactory 
manner when all the practical condi- 
tions are taken into account by fixing 
proper prices per unit of service de- 
signed to be stable as near as may be, 
in view of future conditions, but sub- 
ject to modification only when these 
estimates about the future require re- 
vision in a substantial manner. 

A regular rate case will, of course, 
involve consideration of a number of 
factors: valuation, depreciation, rate 
of return, operating expenses, and so 
forth. All these factors are interde- 
pendent and a thorough discussion of 
rate determination requires that each 
factor be considered in its relation to 
the operation of the other factors. 
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oR the present purpose, however, 

let us confine our attention to the 
single subject of variable output and 
variable revenues which result from 
the variation of the consumer’s de- 
mand from time to time on the in- 
stalled capacity of the plant. 

The following theoretical example 
will serve to show the accuracy of 
the principle of basing rates upon the 
variance of utility output and at the 
same time will define the principle so 
that it may be applied to the compli- 
cated facts involved in actual prac- 
tice. 

Let us suppose that we have an 
electric plant costing, for round fig- 
ures, exactly $1,000 and lasting ex- 
actly ten years. In order to reduce 
our example to the clearest, simplest 
terms, let us assume that the plant 
has no salvage value and no current 
operating expenses, and that it serves 
only one customer who uses up the 
complete output so that the plant is 
operating at 100 per cent capacity for 
the full ten years. 

Now if the rate of profit of 6 per 
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cent” per year is to be earned and the 
annual output is, as we have decreed, 
constant for the full ten years, the 
revenue requirement for each year’s 
service will be $135.87. Let us agree 
not to question this figure. It covers 
ample amortization and profit on our 
$1,000 rate base over the full 10-year 
period.® 


oR the next step, let us revise our 

first proposition slightly and sup- 
pose that our plant has 100 custom- 
ers, each taking an equal amount of 
service, and all together taking the full 
capacity of service, so that the plant 
is still operating at 100 per cent ca- 
pacity for the full ten years as in the 
original example. The price require- 
ment per consumer will then be, car- 
ried out the nearest cent, $1.36. 

Now for the final step, let us sup- 
ply the element of variable output but 
remember that the plant must still 
produce revenues financially equiv- 
alent over the 10-year period to 
$135.87 per year. Let us say that 
for the first year the plant has only 
50 customers.® The next year it has 
60; for the third year 70; for the 
fourth 80; for the fifth 90; for the 
sixth 100, and so on at continuing full 
capacity until the end of the 10-year 
period. 

Now obviously if an equal price 
per customer is to be charged through- 
out, the 10-year period, the revenues 
actually received from the 50 custom- 
ers during the first year will have to 
be doubled by the time the sixth year 
is reached. Obviously, also the reve- 
nues in any year will be directly pro- 
portionate to the output. 


HAT price per customer, there- 
fore, must be charged under 
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this “variable output” plan in order 
that a realized income of sufficient 
magnitude may be had so as to yield 
a profit of 6 per cent per annum over 
the 10-year period? 

Upon calculation this is found to 
be $1.6536. Quite a difference from 
the original $1.36 that each customer 
had to pay under our original simple 
operation at 100 per cent capacity for 
ten years. Here is how it works out 
for the full 10-year term: 


Number of Customers Revenues 


(Equaling Units Actually 
Year of Output) Received 
1 50 $82. 
60 99.21 
3 70 115.75 
4 80 132.28 
5 90 148.82 
6 100 165.36 
7 100 165.36 
8 100 165.36 
9 100 165.36 
10 100 165.36 


Upon the assumed facts there can 
be no doubt or question that these 
realized incomes covering deprecia- 
tion and return are precisely correct 
in order to yield the required rate of 
profit per unit of service. No other 
figures will accomplish this result. 
Likewise there can be no substantial 
question concerning the legality of 
such a charge. 


HE reasonableness of a forecast 

concerning the probable future 
demand for output at a certain price 
or prices per unit of service presents 
a question of fact and not one of law. 
That question is always involved and 
it is always consciously or unconsci- 
ously determined. Given a quantity 
of potential goods, what is a fair 
price to charge for a part? The an- 
swer necessarily depends upon expec- 
tations concerning the remainder. As 
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“CHANGES in particular utility rate schedules by the com- 
missions and regulatory bodies are not every-day happen- 
ings in the life of individual utilities. 


The impracticability 


of regulating rates merely upon the basis of the immediate 
demand for service with the implication that a new ad- 
justment will be made whenever new customers are added 


is obvious.” 


a legal proposition it would seem to be 
entirely unjust to make an inequita- 
ble distribution of cost burdens to a 
part of the output and to the portion 
of the consuming public which buys 
it; and if the burden is to be equally 
distributed to all of the output and 
to all of the purchasers, this result 
may be accomplished by causing the 
goods to bear a uniform price per 
unit.” 

The forecasts concerning the prob- 
able relationship of use to installed 
capacity presented in the Detroit 
Edison Case were made by Mr. Man- 
fred K. Toeppen, consulting engineer. 
They were based upon an extended 
study of past experience and a pro- 
jection of the trend as modified by 
judgment over an extended period in 
the future. He arrived at the con- 
clusion that the average prospective 
use of the Edison Company’s plant 
was fairly approximated at 78.5 per 
cent of its full capacity. This figure 
is not a simple average of this rela- 
. tionship; it is an average weighted 
for the factor of interest. If the 
reader will again regard the example 
used above, he will note that the arith- 
metical average of the customer’s use 
of the utility’s plant over the full 10- 
year term amounts to 85 per cent of 
the plant’s capacity; but this average 
does not take into account the distri- 
bution of the output (and hence of 
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the revenues) in the matter of time. 
F& example, the same output could 
begin at 100 per cent and diminish 
gradually to 50 per cent, leaving the 
same average of use over the 10-year 
period at 85 per cent, but a different 
price per unit of service would be 
required on account of the different 
time distribution of the income. For 
this reason it is necessary to weight 
the average for interest. If this is 
done to the above-stated example, the 
weighted average per cent of use to 
capacity becomes 82.2 per cent. The 
significance of this figure is this: A 
constant use at 82.2 per cent of ca- 
pacity is financially the equivalent of 
the varying use shown in the example. 
We have already agreed that the 
revenue requirement in dollars, if use 
were constant, is $135.87 annually. 
Therefore an 82.2 per cent use of ca- 
pacity under proper rates will afford 
over the 10-year term an income— 
return and depreciation—of $135.87, 
or $1.6536 for each unit of use. 
When the output is fifty units the 
use is 60.8 per cent of average and 
the income yield will be this per- 
centage of the hypothetical equal -an- 
nual requirement ($135.87) which 
amounts to $82.68. 
 yacaraare the same result is 
reached by applying the percentage 
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of use first to the rate base instead of 
directly to the equivalent equal annual 
requirement. The base then becomes 
60.8 per cent of $1,000, or $608, and 
the requirement for depreciation and 
return is 13.59 per cent of such modi- 
fied rate base. This gives the same 
requirement of $82.68. 

The calculations made by Mr. 
Toeppen in his testimony and exhib- 
its were in this form. Despite the ap- 
pearance produced by this- form of 
calculation that some plant is discard- 
ed as not used and useful, such is not 
the fact. The revenue needed under 
the “degree of use” at any time is al- 
ready weighted for all carrying 
charges, including interest, upon the 
cost or value of the entire plant. 
This method of calculation is truly 
indicative of the proper principle and 
avoids the possible confusion caused 
by the use of merely convenient cal- 
culation. The proper principle, of 
course, is the employment of a proper 
price requirement per unit of service, 
which, in view of varying output, 
will afford remunerative revenues. 


[ some repetition can be pardoned 
because of the complex nature of 
this subject, let us summarize briefly 
in principle what we have attempted 
to do here. In reality the method used 
in our example does not have the ef- 
fect of discarding any part of the 
property value as “not used or use- 
ful.” It may all be very useful upon 


occasion, but some may not be use- 
ful where the use varies. 

We must recognize that it is wrong 
to make 50 per cent of the customers 
pay as if the property were used to 
capacity and equally wrong to assume 
that a property functioning at 100 per 
cent of capacity always did and al- 
ways would. 

Each unit of service should com- 
mand the same price to avoid discrim- 
ination between customers, but that 
price should be adequate to afford a 
compensatory income with relation to 
the total output. To ignore these 
variations of use only assumes that 
output will be constant. The plant 
capacities of most of our American 
utilities were not installed upon the 
basis of a long gamble but as a result 
of good reason to believe that they 
would go into use within time periods 
normally to be anticipated in the con- 
duct of such business. 


Berens, it must not be sup- 
posed that rates based upon the 
theory expounded here would only 
be “ultimately” or “on the average” 
compensatory. Barring unanticipat- 
ed changes in conditions, they would 
yield revenues which are compensa- 
tory at all times. 

The difficulties which may attend 
the forecasting of the demand for 
output constitutes no excuse whatever 
for seeming to ignore the condition 
of variable output. 
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facts do not impair the demonstration of prin- 
ciple in view of a simplified example. The 
principle demonstrated has force even under 
the most complicated conditions. 





Curious Items about the Telephone 


Tue total annual distribution of directories published by the Bell 
System is more than 25,000,000 copies. 


* 


* 


Or a total of 39,865 applicants for telephone service in Tokio, Japan, 
in 1933, only 4,000 or 10 per cent were accepted. 


x 


* 


Tue largest telephone cables in use in the United States, although 
only two and five-eights inches in diameter, contain 3,636 wires. 


* 


* 





ALL countries in the world with more than 100,000 telephones, ex- 
cept New Zealand, Japan, China, and Russia, can be reached by tele- 
phone from the United States. 

* * 

THE total number of people living in the world on January 1, 1933, 
was 2,040,000,000, according to an estimate recently completed by the 
statistical department of the American Telephone and Telegraph Com- 
pany. The number of telephones in service in the world on the same 
date figures up to approximately 33,400,000. Consequently, there is an 
average of one telephone for every sixty-one persons in the world. 
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Is It a Square Deal? 


Or is the government slipping itself the honors in 
the “yardstick” game against the owners 
of private utility companies? 


By GEORGE OTIS SMITH 
FORMER CHAIRMAN OF THE FEDERAL POWER COMMISSION 


NDER the new industrial set-up, 

| the codes seek the salvation of 

business through insistence on 

fair play. “Fair” is the code keynote 

and should be the motif throughout 
the new deal. 

Competition was the rule laid down 
in the Sherman antitrust law, but now 
that forty-four years’ trial has demon- 
strated its insufficiency, codperation 
is the proposed substitute—agree- 
ments to live and let live in place of 
a jungle-like struggle for survival. 
Hence, a fair wage, fair prices, fair 
practices, fair competition are speci- 
fications common to all the codes. 

What has already been accomp- 
lished for the petroleum industry in- 
dicates how successful can be this 
substitution of codperative effort for 
competitive struggle. Under Oil Ad- 
ministrator Ickes, the program of 
regulating a great but wasteful in- 
dustry, accurately described as “stag- 
gering toward the brink of destruc- 
tion,” has within these few months 
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brought about such a balance of pro- 
duction with demand as to protect 
both the nation’s resources and the op- 
erator’s profits. 

Fair relations between competing 
operators, we are discovering, make 
for conservation and stabilization not 
only in oil but also in the lumber and 
in various other natural resource in- 
dustries. 


HUuS, an ethical element has been 
brought into the national picture 
as an essential part of the new eco- 
nomics. One and the same general 
formula of fairness appears in each 
and every code ard this principle of 
business ethics is planned to govern 
all parties in interest without favor 
or special privilege. Indeed, the latest 
authoritative expression of policy de- 
clares: “We have sought to put for- 
ward the rule of fair play in finance 
and industry.” 
Such an idealistic concept of the 
new deal is in line with the recurrent 
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visions of others who have sought a 
better economic order. The “rule of 
fair play” represents the ultimate goal 
in economics, but in its attainment in 
this practical and human world we 
always witness the sad effects of com- 
promise. At the present writing, the 
new deal disappoints by its obvious 
defects, not so much in the quality of 
principle invoked, as in the lack of 
resistance to the long-deferred ambi- 
tions of academic experimenters. Ex- 
plosions must be expected much as in 
the chemical laboratory occupied by 
a class of beginners. 

However, one general exception to 
the “rule of fair play” stands out in 
this new deal: 

The power utilities are already un- 
der public control to a degree beyond 
most other business. The proposal is 
that all these utilities be brought under 
a code, except the publicly owned 
plants. And in the general program 
of relief and recovery, of rebuilding 
the economic structure this exception 
goes further: the present emergency 
is being converted into the long- 
sought opportunity for using Federal 
authority, Federal grants, and Federal 
credit to build up a new country-wide 
system of unrestrained competition 
between subsidized municipal plants 
and long-established utilities privately 
owned by millions of citizens. 


HY this discordant note in the 

new gospel of a fair deal? Why 
this lack of harmony and logic in 
the general scheme of doing away 
with the unsocial abuses of a competi- 
tive system? Is it possible that this 
exception is in fact a soft-spoken 
forecast of something really revolu- 
tionary, something planned but not 


yet proclaimed, and in effect the enter- 
ing wedge for the general overturn 
of the existing order? 

Deferring for the moment any in- 
quiry into the equity of exempting a 
publicly owned and operated business 
enterprise from the same degree of 
disinterested inspection and _ super- 
vision to which the laws of the land 
provide that its competitors shall be 
subjected, it is worth while to look 
at the factual exhibits of the past few 
months. The great Tennessee valley 
project is making history and its 
notable progress renders available 
some facts that are indicative of the 
aim and methods of the Tennessee 
Valley Authority. 

It is, of course, premature to judge 
the degree of material success that 
will reward this bold venture in re- 
gional planning. The integrity of the 
engineering of so complex a project 
as well as the adequacy of its eco- 
nomics are necessarily matters for 
later evaluation, but the test can even 
now be applied to certain human 
phases of the experiment. 


A®™ the aims of those behind the 
project and the methods they 
have adopted for immediate accomp- 
lishment such as to win our admira- 
tion and inspire our confidence? 
Without question this extensive 
and expensive venture by the Federal 
government in industrial development 
and social betterment was conceived 
in a spirit of revolt against corporate 
abuses of monopolistic privilege. 
Whatever the degree of justification 
in this particular region, the fortui- 
tous existence of the lusty war-baby 
at Muscle Shoals had already focused 
the nation’s attention and now fur- 
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The People’s Savings and the People’s Confidence 


+ hones savings are in danger; for these accumula- 
tions can be washed away by the misdirected and un- 
controlled activities of government, now in full flood. Yet 
far worse than even such material spoliation is the loss of 
confidence thus engendered in the popular mind at the moment 
when recovery of confidence is the nation’s greatest need.” 





nished the convenient nucleus for 
the vast experiment. Congress saw 
to it also that all conditions should 
be as favorable as possible by allow- 
ing little or no restrictions upon the 
experimenters: the policy of “checks 
and balances” common to all govern- 
ment operations is here conspicuous 
by its absence. 

In this period of extravagant dis- 
bursements in every city and hamlet 
of the land, it is quite probable that 
of all the recent Federal expenditures 
those by the TVA rank fairly high 
in the relative amount of work done 
of substantial value. The large re- 
sponsibility vested in these officials 
seems to have been well justified as 
regards fiscal operations. The critical 
question, however, is what has been 
the whole price already paid in this 
innovation in government activity and 
this balance sheet must needs include 
certain intangibles which are no less 
real than the millions of expenditures. 
Which way has been the trend of 
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equitable relationships? Has the new 
deal been a fair deal in the Tennessee 
valley ? 

The first test, and by the nature of 
things, an essential test, came all too 
soon in the struggle for markets for 
the power already being generated at 
the Wilson Dam. Competition with 
existing utilities naturally prompted 
the offer to municipalities of attrac- 
tive rates not only for short-time con- 
tracts but for the future as well. The 
incentive to make these schedules im- 
pressively low was the stronger be- 
cause of the political necessity of es- 
tablishing a national “yardstick.” 


J ‘uIs double temptation resulted in 
action that was hasty and ill- 
considered and also unworthy of a 
public body, in that the rate schedule 
conceals certain saving clauses not so 
favorable to all customers as would 
at first appear. 
Moreover, unlike rates set up by 
other power and light utilities, these 
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schedules are not reviewable by any 
public agency ; indeed, a provision for 
such review by the Federal Power 
Commission, at one time included in 
the pending legislation, was struck out 
as unfriendly to the plan. Yet it 
might seem that what is sauce for 
the corporate gander should be sauce 
for this Federal goose that is laying 
the golden eggs all over the Tennessee 
valley. 

The haste that prevented any ade- 
quate determination of fair rates ap- 
plicable to such a diversity of local 
conditions of municipal resale was all 
too plainly occasioned by the urgent 
desire for unanswerable arguments 
ready for use in the impending cam- 
paigns for municipal ownership. And 
in Alabama, the TVA campaigners 
were greatly favored by the defensive 
advantage of a state law which pre- 
vents any corporation expending 
money by actively participating in 
referendum discussions. 

A’ Knoxville, the strongest argu- 
ment for the favorable action 
later taken by that city in voting a 
bond issue was presented by the TVA 
in establishing its office headquarters 
at Knoxville in apparent violation of 
the specific and mandatory provision 
of law that “the corporation shall 
maintain its principal office in the im- 
mediate vicinity of Muscle Shoals, 
Alabama.” As the eagle flies, Knox- 
ville, Tennessee, is 220 miles from 
Muscle Shoals, Alabama. However, 
the spirit of these days seems to per- 
mit some stretching of congressional 
restrictions even as to distance. 

Of course, the TVA has provided 
its alibi in the label “Principal Office” 
on its local office at Muscle Shoals, 
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a device even reminiscent of big busi- 
ness tactics, whereby for legal reasons 
power corporations operating as far 
west as the Pacific Coast have their 
“principal offices” at Augusta, Maine. 

The election at Knoxville thus won 
by the TVA influence brings the mu- 
nicipal authorities face to face with 
the problem of getting equipped to 
retail Muscle Shoals current. Having 
in hand the authorization of a loan 
of $2,600,000 by the Public Works 
Administration, their immediate task 
is to choose between building an in- 
dependent distribution system, for 
which the city’s estimate was 25 per 
cent larger than the loan approved, 
or buying the system built and in use 
by the private company, the lowest 
estimated valuation of which is sub- 
stantially above the loan now avail- 
able. 


o the perplexed city fathers the 

friendly suggestion might be 
made that unless the property of 
Tennessee Public Service Company 
can be acquired at a bargain-counter 
price, it would be highly advantageous 
to allow that competitor to remain in 
business, provide some 25 per cent of 
the service, and continue to pay its 
$120,000 annual tax, thus supplying 
the city with ample funds for the 
payment of interest to the PWA. In 
this way, the Federal loan could be 
made self-liquidating—at least so 
long as the power company holds the 
bag. 

Some unsympathetic critic may 
question the fairness of this proposed 
arrangement. But apparently the 
Tennessee valley environment of the 
1934 model is not such as to encour- 
age the established public utilities. 
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While elsewhere and in other indus- 
tries, higher prices are made the 
summum bonum in the administra- 
tion’s recovery efforts, here active 
competition is the method for lower- 
ing rates and seemingly the qualifying 
restriction elsewhere placed on compe- 
tition, “fair,” is a forgotten word in 
the autocratic and bureaucratic mind 
of the TVA. 


HE competitive contest between 

the TVA and the power compa- 
nies takes on more than a regional 
significance, as the opening of a 
nation-wide campaign for public own- 
ership and operation. The tactics ‘be- 
ing tried out in Alabama and Ten- 
nessee are to be used elsewhere, 
wherever Federal funds are allocated 
for the establishment of a yardstick 
of “fair rates and standards.” So the 
Tennessee valley region becomes a 
storm center to which economic fore- 
casters may look for significant indi- 
cations. 

Thus studied, the conditions al- 
ready developed are not reassuring. 
The recently negotiated armistice be- 
tween the power companies of Ala- 
bama and Tennessee on the one side 
and the TVA on the other does not 
promise full protection of equities. 
Evidently, the power companies have 
yielded to superior force, a move that 
may express a certain prudence but 
will not necessarily secure any large 
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measure of justice to the owners. 
Already the shrinkage in market value 
of the securities represented by these 
utility properties within the zone of 
Federal influence has been all out of 
accord with the average decline for 
other public utility bonds and stocks. 
The investor, who in good faith pur- 
chased the junior obligations must 
with the best of logic look upon his 
loss of values as forecasting possible 
confiscation. 


HE essential unfairness of these 

attacks upon private ownership 
by the invasion of government proj- 
ects comes from the fact that the 
basic principle of public regulation 
of utilities has been the prevention of 
waste resulting from unnecessary 
competition. That type of practical 
conservation was intended to afford 
security of investment to owners and 
lower rates to customers. Whatever 
degree of failure there has been in 
the accomplishment of this double 
purpose, it results simply from in- 
adequacy of regulation, surely not 
from economic error. 

And, the least fair circumstance of 
all is that the new financing of this 
wasteful competition, with its destruc- 
tion of established values represented 
in real property devoted to productive 
activity, will be paid for by much 
the same people who lose thereby. 
The taxpayers of the country are like- 


sought opportunity for using Federal authority, Federal 


q “THE present emergency is being converted into the long- 


grants, and Federal credit to build up a new country-wide 
system of unrestrained competition between subsidized 
municipal plants and long-established utilities privately 
owned by millions of citizens.” 
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wise the private investors in public 
utilities—directly through their indi- 
vidual purchase of securities or in- 
directly through their collective sav- 
ings entrusted to insurance companies 
and savings banks, whose investments 
in these public utilities aggregate bil- 
lions. Getting taxpayer-investors 
thus to pay annual assessments over 
long periods to put themselves out 
of business is truly a novel method, 
rarely if ever before put over—even 
in Wall Street. 


HE comment was made in the 
Pustic UTILITIES FoRTNIGHTLY 
of February 15th, by one who calls 
himself ‘‘a country banker” that the 
“Forgotten Man is being forgotten 
more completely than ever.” And, if 
we turn to that brilliant exposition of 
“What Social Classes Owe to Each 
Other,” we find that under “jobbery, 
the greatest social evil,’ Professor 
Sumner included not only the wrong 
doings of corporations but also the 
political errors of government. The 
Federal government is called upon, he 
pointed out, “to furnish capital for 
all sorts of experiments,” and 
There is a victim somewhere who is 
paying for it all. The doors of waste and 
extravagance stand open, and there seems 
to be a general agreement to squander and 
spend. .. Now who is the victim? 
He is the Forgotten Man. If we go to 
find him, we shall find him hard at work 
tilling the soil to get out of it the fund 
for all the jobbery, the object of all the 
plunder, the cost of all the economic 
quackery, and the pay of all the politicians 


and statesmen who have sacrificed his in- 
terests to his enemies. 


RULY, the practical philosophy of 
Professor Sumner, expounded to 
his fellow Americans more than fifty 
years ago, is remarkably up to date in 
its pertinent application to this pres- 
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ent-day eruption of social meddling. 

In the administration’s program for 
nation-wide conservation, one item 
most promising of success concerns 
the prevention of soil erosion. This 
heavy drain, year after year, upon the 
resource that feeds us all fully de- 
serves constructive attention unhap- 
pily too long deferred, but the fertile 
soil that mantles the life-supporting 
slopes of our farms and ranches is 
not all that is in process of being 
worn away by elemental forces at this 
particular time. 


A PEOPLE'S savings are in danger; 
for these accumulations can be 
washed away by the misdirected and 
uncontrolled activities of government, 
now in full flood. Yet far worse than 
even such material spoliation is the 
loss of confidence thus engendered in 
the popular mind at the moment when 
recovery of confidence is the nation’s 
greatest need. At another time of 
national emergency, Secretary Frank- 
lin K. Lane declared that we could 
not win, “in any other way than by 
faith—faith in each other, faith in 
our government.” 

And the recent opinion from the 
highest court in defining emergency 
powers said: 


But even the war power does not re- 
move constitutional limitations safeguard- 
ing essential liberties. 

The preamble to the Constitution, 
in describing the underlying purpose 
of that living instrument of govern- 
ment, includes not only the blessings © 
of liberty, but justice, domestic tran- 
quillity, common defense, and general 
welfare. No new deal is a square deal 
unless it comprehends all these bene- 
fits with sacrifice of none. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Ep Howe 
Editor and philosopher. 


HucuH S. JoHNsON 


National Recovery Administrator. . 


Smas H. StRAwN 
Former President, U. S. Chamber 
of Commerce. 


FrepericK M. DAVENPORT 
Former U. S. Representative 
from New York. 


Dr. W. R. West 
Professor of Political Sciences, 
George Washington University. 


WeENDELL L. WILLKIE 
President, The Commonwealth & 
Southern Corporation. 


FRANKLIN D. ROOSEVELT 
President. 


Basit MANLY 
Vice chairman, Federal Power 
Commission. 


OweEN D. Younc 
President, The Academy of 
Political Science. 


Dona.p R. RICHBERG 
General Counsel, NRA. 


—MonTAIGNE 
“There’s too much talk now-a-days.” 


* 


“It (NRA) is imperfect in its execution. It will 
never be perfect.” 

* . . confidence will not be restored until there 
is a cessation of experimental legislation.” 


* 


“The government has its job to do, and the world is 
too young for business to go on its unbridled way.” 


¥ 


“Having dwelt so long upon the failure of business 
they (the people) have forgotten the incompetence of 
government.” 


* 


“A larger percentage of the homes of America are 
supplied with electric energy than in any other country 
of the world.” 


“It is time to stop crying ‘wolf’ and to codperate in 
working for recovery and for the continued elimination 
of evil conditions of the past.” 


> 


“Rates must be reduced until a rate structure approx- 
imating that of the TVA (Muscle Shoals Power) has 
been put into effect throughout the land.” 


¥ 


“If our speculation went mad in the last years of the 
’twenties, it does not mean that we shall find salvation 
by paralyzing security markets or inhibiting new capital 
issues now.” 


¥ 


“It is my personal belief that there is a half-way house 
—a house of democratic codperation and self-discipline— 
which lies between the anarchy of irresponsible individ- 
ualism and the tyranny of state socialism.” 
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It’s Free to You, Sir 


Use all the electricity you want for a while and pay 

no more than your usual month’s bill, says a Cali- 

fornia company—an interesting experiment in aggres- 
sive load building. 


By H. H. COURTRIGHT 


T is an old axiom that to create 
I demand for a commodity, desire 
must somehow be stimulated. 
The free trial package, the one-day 
special or leader at cost price, are 
familiar devices to lead the customers 
to wish for more. 

The San Joaquin Light and Power 
Corporation of California has now 
applied the merchant’s formula to the 
sale of electricity. The company re- 
cently announced a four-point pro- 
gram of load building which, in its 
essential features, bears a strong sim- 
ilarity to the marketing methods usu- 
ally applied to products of more tangi- 
ble quality than kilowatt hours. 

A. Emory Wishon, president of the 
company and author of the load-build- 
ing plan, believes that consumers can 
be induced to use more electricity by 
being made accustomed to the com- 
forts and conveniences to be had by 
a turn of a switch. 

Depression-formed habits of econ- 
omy and skimping have caused the 
average householder to deprive him- 
self, perhaps unnecessarily in this re- 
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covery era, of the plentiful light and 
heat and the labor-saving devices 
which he might be enjoying at small 
additional cost. 


HOSE who have electric appli- 

ances have put them on the shelf, 
frequently, to reduce their monthly 
expenses, and those who might have 
bought them have put off their pur- 
chases until better days. Consumers, 
as a class, need an incentive to in- 
crease their consumption, and the “in- 
ducement rates” of the San Joaquin 
plan are offered to give them the de- 
sired urge, as follows: 


1. Free and unlimited use of electricity 
by domestic and commercial consumers 
during a two-months’ period at a cost no 
greater than the amount of a previous 
normal month’s bill. 

2. A permanent reduction of the rate for 
cooking and heating to those consumers 
who increase their kilowatt-hour consump- 
tion above their usage in a corresponding 
period in 1933. The reduction applies to 
the increased usage. 

3. A new one-cent per kilowatt hour rate 
for increased usage of cooking and water- 
heating appliances under certain load limit- 
ing conditions, a reduction in rate of one 
third. 


4. Half rates to agricultural consumers 
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for power used in excess of the amount 
billed in a corresponding period last year. 


The plan is to give to customers 
more for their money—without de- 
creasing the revenues of the company 
—by quantity sales and reduction of 
unit costs. It is intensive cultivation 
of the electricity field in much the 
same manner as the farmer increases 
his net revenue by turning his soil 
deeper and irrigating more to get 
greater production at less cost per 
acre. 


HE territory of the San Joaquin 

Light and Power Corporation 
comprises the seven southern coun- 
ties of the San Joaquin valley, the 
fertile agricultural empire which lies 
between the snow-covered Sierra Ne- 
vada mountains on the eastern side 
and the Coast Range on the western 
rim of California. Associated with 
the San Joaquin company in the rate 
plan is the Midland Counties Public 
Service Corporation which distributes 
power from the lines of the San 
Joaquin company to portions of the 
coastal slope from the Coast Range 
mountains to the sea. 

Naturally the bulk of the San 
Joaquin’s electric business is to farms 
and to farming communities. The 
company holds the record for the 
greatest per capita farm consumption 
of electric power. It has contributed 
materially to the rapid development of 
farm electrification in California, 
where 63.8 per cent of all the farms 
enjoy electric service, a higher pro- 
portion than in any other state in 
the Union. A series of hydro plants 
in the Sierra Nevadas together with 
two steam plants provide the company 
with a total annual output of approx- 
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imately 750,000,000 kilowatt hours. 
Earnings of the San Joaquin com- 
pany, like those of other electric pro- 
ducers, have suffered from load losses 
caused by the depression but in the 
San Joaquin valley the heavy hand of 
economic disturbance was felt long 
before the crash of 1929. The de- 
pression in this section of California 
actually dates back to the post-war 
recession of 1921 and its effects were 
seriously felt as long ago as 1925 and 
1926. To understand this condition 
it must be remembered that one of 
the major crops of the region is 
grapes—traisin, wine and table. De- 
moralization of world markets and 
abnormally low prices created huge 
surpluses of raisins which for a num- 
ber of years have created difficult 
problems for the growers and have 
caused heavy losses. More than a 
decade of prohibition also took its toll 
from the producers of wine grapes. 


Sh power company has shared in 
the ups and downs of the agricul- 
turists. By grace of an aggressive 
sales policy it managed to keep its 
load on the up grade until 1930, but 
since that time consumption has de- 
clined and although the curve has now 
turned upward again it is still below 
the high mark of four years ago. 
Rate reductions made effective in 
1932 did not have the desired effect 
upon demand and earnings have not 
yet been restored to expected levels. 

It became obvious to the company’s 
management early this year that some- 
thing more might be done to improve 
its position and at the same time to 
provide customer advantages by dis- 
tributing more power with little or no 
increase in cost. Consequently the 
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Dispelling the Big Bill Bugaboo 
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EHIND the adoption of the plan to give, tempo- 
rarily, unlimited use of electricity for a fixed 
price, was the thought that the electric bill undeserved- 
ly occupies a place of exaggerated importance in do- 
mestic expenditures. 
adequate use of electricity in the home and parsimon- 
ious use, actually is comparatively small.” 


The difference in cost between 





“free electricity’ and “inducement 
rates” program was developed. 

The San Joaquin company is well 
situated to try this unique experiment 
in quantity merchandising of electric- 
ity. The output capacity of its hydro 
plants is subject to greater seasonal 
variations than those of other compa- 
nies. The watersheds of the southern 
part of the Sierra Nevada range, 
where the hydro plants are situated, 
are precipitous, less thickly forested 
than in the north, and shod with 
granite cliffs. When the winter snows 
begin to melt in the late spring 
months there is what the engineers 
call a “flashy” run-off. Stream flows 
rise abruptly to the flood and drop as 
quickly, filling the power storage res- 
ervoirs but providing no large con- 
tinuous supply of water for the canals 
and conduits of the system where 
storage lakes are small. 

Resear is therefore, in the San 

Joaquin system, a surplus of 
power during April, May, and June, 
and because of the falling away of 
consumption, an excess also of trans- 
mission line and distribution facilities. 
President Wishon, in devising the 
new rate plan, proposed to put this 
surplus to work for the mutual benefit 
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of company and consumer, with the 
expectation that increase in perma- 
nent load would result. 

The job was not half done. The 
company threw the full force of its 
organization into giving the experi- 
ment a thorough trial. It planned 
an elaborate promotional advertising 
campaign to reach every consumer 
with the slogan, “Free Electric Serv- 
ice for April and May—Use All You 
Want for a Cost No Greater Than 
the March Bill.” 

It is to be expected that greater 
use of electric energy will involve 
greater use of electrical appliances, 
and on that basis the manufacturers 
and the dealers joined enthusiastic- 
ally in the campaign. Throughout 
the San Joaquin valley the advantages 
of water heating, cooking, and air 
conditioning by electricity were ex- 
ploited and use of the host of smaller 
appliances was encouraged in a far- 
reaching sales campaign synchronized 
with that of the power company. 


HE terms of the rate program 
should be of interest. Free use 
of electricity, according to the com- 
pany’s announcement, was granted to 
consumers receiving service under 
domestic and commercial lighting 
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schedules and domestic heating and 
cooking schedules under the follow- 
ing conditions: 

Effective April Ist, consumers will be 
permitted to make unlimited use of elec- 
tricity during the period commencing with 
the meter reading made in April, 1934, and 
ending with the meter reading in June, 
1934, for a monthly amount of not to ex- 
ceed the amount charged for use during 
the month ending with the meter reading 
made in March, 1934. Each consumer will 
be notified in advance of the dates free use 
commences and ends. Domestic lighting 
consumers not receiving service for the en- 
tire month ending with the March, 1934, 
meter reading, will be billed at the regular 
rate, but in no case more than $5 per 
month. Commercial lighting consumers not 
receiving service for the entire month end- 
ing with the March, 1934, meter reading, 
are not eligible for this offer. As this offer 
is made for the purpose of showing con- 
sumers the advantages of liberal use of 
electricity, the company reserves the right 
to limit the amount of unusual or wasteful 
use in case service to other consumers is 
impaired thereby. 

So much for the “free-use” period 
during which consumers were expect- 
ed to become accustomed to all the 
light they wished, full sockets in 
every room, and ample candle power 
instead of sight destroying semi- 
darkness, the comfort of a little heat 
in the chilly morning hours and the 
luxury of all the hot water they could 
use. Commercial users would, it was 
predicted, find their business bettered 
by adequate show-window lighting 
and their customers and employees 
benefited alike by the liberal use of 


illumination in stores and offices. 


|. geome the adoption of the plan to 
give, temporarily, unlimited use 
of electricity for a fixed price, was 
the thought that the electric bill un- 
deservedly occupies a place of exag- 
gerated importance in domestic ex- 
penditures. 

The difference in cost between ade- 
quate use of electricity in the home 
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and parsimonious use, actually is com- 
paratively small—no more than would 
be spent without hesitation for other 
purposes, yet the bugaboo of a “big 
electric bill” persists. The San Joa- 
quin company management believed 
that the two-months’ period of un- 
limited use would go far toward ban- 
ishing this fear from the minds of 
householders. 

The next step in logical succession 
to the first is a rate adjustment which 
will enable consumers to use a certain 
amount of additional current without 
additional cost, and further amounts 
at a low rate which drops to as low 
as one and one-half cent a kilowatt 
hour. It is defined as a “Special 
Inducement Rate.” Under it con- 
sumers may qualify for domestic and 
cooking rates that heretofore have 
been available only to those who have 
installed 220-volt major equipment of 
at least 2-kilowatt capacity. This rate 
was made effective after June Ist at 
the close of the “free-use” period. Its 
terms are as follows: 

Consumers receiving service on this 
schedule will be permitted to make un- 
limited use of electricity during the period 
commencing with the meter reading made 
in April, 1934, and ending with the meter 
reading in June, 1934, for a monthly 
amount of not to exceed the amount 
charged for use during the month ending 
with the meter reading made in March, 
1934. Each consumer will be notified in 
advance of the dates free use commences 
and ends. Domestic lighting consumers 
not receiving service for the entire month 
ending with the March, 1934, meter read- 
ing, will be billed at the regular rate, 
but in no case more than $5 per month. 
Commercial lighting consumers not re- 
ceiving service for the entire month end- 
ing with the March, 1934, meter reading 
are not eligible for this offer. As this offer 
is made for the purpose of showing con- 
sumers the advantages of liberal use of 
electricity for legitimate use, the company 
reserves the right to limit the amount of 
unusual or wasteful use in case service to 
other consumers is impaired thereby. 








HIRD of the load-building reduc- 

tions is the establishment of a 
one-cent rate for the combined use of 
an electric range and water heater. 
Like the other parts of the program 
the low rate provides a premium for 
increased usage. The announcement 
reads as follows: 


(a) Effective for use following the first 
meter reading on or after June l, 
all domestic consumers on Schedule "S-L-2 
who have received service at the same loca- 
tion for not less than twelve months, and 
whose use is the same or greater than 
for the corresponding month of the previous 
year, will be billed, Method A, on Schedule 
S-D-2, provided that the amount of the 
bill so computed is not less than the bill 
of the corresponding month of the previous 
year, or, Method B, the same amount as 
that billed for the corresponding month 
of the previous year. 

(b) Consumers who are billed in accord- 
ance with Method A for ten months out of 
a period of twelve consecutive months, will 
be permanently placed on the “D” schedule. 


(c) Consumers moving during the 
twelve-months’ prior to June 1, 1934, or 
during the duration of the special induce- 
ment offer will, on application to the com- 
pany, have the energy use for the succes- 
sive locations treated as the chronological 
use at a single location provided that not 
more than seven days elapse between the 
dates service is discontinued at one location 
and commenced at another. 

(d) Consumers who have been receiving 
service for less than twelve months on 
July 1, 1934, will be eligible for this offer 
on the “completion of twelve-months’ service. 

(e) This offer, unless extended by the 
company, expires with meter readings taken 
in June, 1935 


e 


Numser or Kitowatr Hours 
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HE table shown below based on 
San Joaquin rates for incorporat- 
ed territory illustrates how the con- 
sumer will gain by the proposed adjust- 
ment of rates for domestic service. The 
table shows the number of kilowatt 
hours that various amounts of money 
will buy under the domestic lighting 
(L) rate and the cooking and heat- 
ing (D) rate, the free kilowatt hours 
a consumer will get when he qualifies 
for the (D) rate, and the lower cost 
per kilowatt hour under the (D) rate. 
Last of the four measures under- 
taken by the San Joaquin company 
was the substantial grant made to 
consumers of power for agricultural 
purposes. During April and May of 
this year, months when extensive irri- 
gating is done up and down the valley, 
the farmers were charged one half 
the regular rate for all use of power 
for pumping in excess of the amount 
used during the same period last year. 
If the total use for the 1934 agri- 
cultural year shall exceed 4,000 kilo- 
watt hours per horsepower, the com- 
pany will go further and refund the 
amount paid for the excess during 
April and May. 


| phd well the “free electricity” 
offer has stimulated desire can 


Ave. RATE PER Kw. Hr. 


Amount of 
Bill “L” Rate “D” Rate Increase Yolncrease “L” Rate “D” Rate 
$1.85 30 30 - - 6.18¢ 6.18¢ 
2.30 40 i oe 3 7.5 5.74 5.32 
2.75 50 56 6 12.0 5.50 4.92 
3.20 60 69 9 15.0 5.34 4.65 
4.10 80 95 15 19.0 5.11 4.30 
5.00 100 121 21 21.0 5.00 4.13 
5.90 120 147 27 225 4.92 4.02 
6.80 140 173 33 23.5 4.85 3.94 
7.70 160 233 73 46.0 481 3.30 
8.60 180 293 113 63.0 4.77 2.93 
9.50 200 253 153 76.0 4.75 2.69 
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be judged from its reception by the 
public and from sales records. Only 
partial figures are available to deter- 
mine the acceptance of the offer by 
San Joaquin customers, but these fig- 
ures indicate that three out of four 
customers used more electricity in the 
first month of the offer than they did 
during the February-March period, 
and thus used some “free electricity.” 

In the San Joaquin valley, where 
a great deal of irrigation is-necessary, 
the half-price offer to agriculturalists 
proved even more of a boon than ex- 
pected. This class has been sorely 
tried by the misfortunes brought upon 
them by declining prices, upset mark- 
ets, and unsalable surpluses during 
the past years. In 1933 they econ- 
omized perhaps excessively, and it 
was thought that the half-price offer 
would allow them to irrigate at least 
normally this year at small extra cost. 
But an early spring and summer 
brought especially hot weather dur- 
ing March, April, and May, which, 
coupled with a scarcity of ground 
water, made early and heavy irriga- 
tion necessary. Scarcely a pump used 
less electricity than in 1933. To the 
farmers, who would have had to irri- 
gate more heavily than usual, with re- 
sultant higher power bills, the offer 
brought untold benefit. 


H” the offer no other motive than 
to be the raison d’etre for a sales 
campaign, it could not have been 
judged other than successful, for the 


sale of appliances in central California 
increased from 200 to 400 per cent. 
Blessed with a warm spring, refrig- 
eration dealers have broken records. 
Valley Electrical Supply Company, 
the power company’s merchandising 
division, led all other distributors of 
the country during six of the eight 
weeks of General Electric’s All-Star 
Discovery Drive. All of the 350 co- 
6perating dealers have a similarly en- 
thusiastic story to tell, and during the 
ten-weeks’ publicity campaign they 
tied in with the power company ad- 
vertising in a manner unprecedented 
even in California. 

Ranges, lamps, small: appliances, 
and even dishwashers are selling fas- 
ter by double or more than they did 
last year. 


HUS it may be concluded that the 
first part of the Wishon program 
was successful. As for the second 
part, even before the “free electricity” 
offer ended, interest in the inducement 
offer was high, which leads President 
Wishon to believe that the results 
will be all that he has hoped for. 
When he announced the plan, he 
said, “If this experiment succeeds, 
and I am convinced it will succeed, 
we will have taken a very decisive step 
forward.’’ Unfortunately, it will not 
be possible for three or four months 
to draw any worth-while conclusions 
concerning the program as an entity, 
and to tell just how far forward his 
step has taken the industry. 





WE are in danger of forcibly reorganizing our economy onto a 


subsistence basis. 


What we must do is quite the opposite. 


We must encourage the growth of the service and luxury océupations 
which our civilization can so richly afford. Our thought and planning 
should then go to better distributing these goods—not preventing 


their production. 
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—R. F. FLAnpers, 
Industrial Advisory Board. 








What Others Think 





Have the Courts Made New 
Telephone Rate Law? 


ce = is an old bromide to the 
effect that newspaper men “know 
the price of everything and the value of 
nothing.” However invalid this state- 
ment may be as a generality, it does 
appear that when the gentlemen of the 
Fourth Estate sit down to the task of 
reviewing court decisions or editorial- 
izing thereon, they seem to be more im- 
pressed by the amount of money in- 
volved than in the relative significance 
of legal principles. Judged by such 
a dollars-and-cents standard, the Su- 
preme Court’s decision in Illinois Bell 
Telephone Co. v. Lindheimer, handed 
down April 28th, was a humdinger. 
Not only did it sustain a telephone re- 
duction ordered for the city of Chicago 
in 1923, but it required the company to 
hand back to the Chicago subscribers 
(some of whom have probably died of 
old age by this time) a refund variously 
estimated from $18,000,000 to $30,- 
000,000. 

It is not surprising, therefore, that 
the gentlemen of the press were moved 
to describe the decision as a “land- 
mark,” a “milestone” in the path of 
utility regulation. Said the St. Louis 
Post Dispatch: “Theeffect . . . isto 
reverse legal reasoning of several gen- 
erations.” Said the Wheeling (W. 
Va.) Intelligencer: “The United States 
Supreme Court had laid down the 
groundwork for an entirely new con- 
ception of utility rate making.” The 
Huntington (W. Va.) Herald Dispatch 
thought the case “enumerated a prin- 
ciple of far-reaching importance to 
the public in all utility litigation.” 
The Indianapolis (Ind.) News said 
that the decision was “sweeping!” 
The Wisconsin State Journal even 
went so far as to predict that, as a 


96 


result of the Illinois Bell decision, the 
upholding of the Wisconsin commission 
rate reduction in the Wisconsin Bell 
Case is now “assured.” 


HE truth of the matter is that 

there is slight basis in the Illinois 
Bell Case for any of these extravagant 
claims. The net effect of the Supreme 
Court’s decision cannot be fully esti- 
mated in any brief form, but the fol- 
lowing excerpt from a privately cir- 
culated letter of a Washington com- 
mentator on utility affairs is a rather 
concise statement in a general way: 


The Illinois Bell Case, involving a com- 
mission order reducing Chicago telephone 
rates in 1923, was decided against the com- 
pany and funds collected under bond 
(about $18,000,000) were ordered to be re- 
turned to subscribers. In view of the pro- 
longed litigation and the highly contro- 
versial issues raised in argument of coun- 
sel, new and important judicial law on the 
subject of utility. rate making was ex- 
pected. It was not forthcoming. Boiling 
the whole Hughes opinion down to a sen- 
tence, it might fairly be said that the case 
simply went off on a point of insufficient 
evidence. The utility failed to sustain 
(strangely enough, by reason of excess 
zeal in testimony) its burden of proof. The 
court did not hold that the Illinois commis- 
sion’s order was reasonable, but rather that 
the utility had not made a convincing show- 
ing that it was unreasonable. 

In the process of arriving at the negative 
conclusion, however, two interesting points 
challenge special attention: (1) The court 
accepted the wide disparity between the ac- 
tual expenditures by the utility for depre- 
ciation requirements and the large reserves 
accumulated for that purpose as evidence 
of excessive charges to operating expenses. 
The crediting of these excessive charges 
to the ratepayers offset, in the opinion of 
the court, whatever showing of confisca- 
tion was made by the utility. (2) The 
court pointed out that the actual “financial 
history of the Illinois Bell Company repels 
the suggestion that it was suffer- 
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ing from confiscatory rates.” Although 
this is not a formal holding of the court as 
to the test of reasonableness to be applied 
in future rate cases, the language alone is 
significant enough to climax a trend easily 
discernible in regulatory decisions during 
the depression. This tendency is to gauge 
the reasonableness of rate reductions by the 
financial performance of the securities of 
utilities affected. What price Smyth v. 
Ames? 


O* course, the fact that the Su- 
preme Court is disposed to con- 
sider the actual financial performance 
of the securities of utilities which claim 
to be suffering from confiscatory rates 
commands attention during this period 
of utility rate agitation but it can 
scarcely be called a new development. 
To paraphrase Mr. Dooley’s irreverent 
remark, the Supreme Court always 
follows the dividend returns. It was 
so in 1898 (Smyth v. Ames). It is so 
today. Records of investment history 
have always been included among the 
“factors to be considered” in determin- 
ing whether or not a utility’s rates are 
confiscatory. 

The interesting point in the Illinois 
Bell Case is that the court switched its 
emphasis to this particular factor. This 
came as a surprise, perhaps, to some 
legal observers who felt that the court 
would always pass lightly over the 
dividend record in favor of replacement 
cost figures. But there is a limit to 
the credibility of claims of increasing 
confiscation in the face of increasing, 
or at least comfortable, dividends. To 
the New Republic should go credit for 
observing, some time before the Su- 
preme Court’s decision, that the Illinois 
Bell Case had passed this limit. In 
its issue of September 6, 1933, it com- 
mented editorially on findings of the 
lower Federal court to the effect that 
the Illinois Bell Telephone Company 
was experiencing confiscation as fol- 
lows: 


Surely this is the reductio ad absurdum 
of prevailing doctrines of utility valuation. 
If the learned judges of the highest court 
will compare these figures with the divi- 
dend record and financial rating of the IIli- 
nois Bell Telephone Company .. . and 
ask themselves the simple question, “Does 


this make sense?” they may be prompted 
to examine more critically the process 
legal legerdemain by which the court below 
arrived at so preposterous a result. 


Compare this with the following 
statement from the opinion by Chief 
Justice Hughes in the Illinois Bell 
Case: 

Elaborate calculations which are at war 
with realities are of no avail. The glaring 
incongruity between the effect of the find- 
ings below and the actual result 
of the company’s business makes it impos- 
sible to accept those findings as a basis of 
decision. 


EITHER can it be said that the 

rulings of the Supreme Court in 
the Illinois Bell Case on excessive de- 
preciation charges were entirely new. 
The Federal courts have consistently 
held that excessive charges for any 
item should not be permitted to be 
included in the operating expenses 
charged against utility patrons. What 
the court did in this particular case 
was to point out 4 checking-up device, 
so to speak, on the reasonableness of 
depreciation charges. Where the ac- 
cumulations in the depreciation reserve 
far outbalanced the actual require- 
ments for depreciation, the conclusion 
is inescapable that an excessive allow- 
ance is being made even though it is 
being made in accordance with the rules 
laid down for depreciation of telephone 
companies by the Interstate Commerce 
Commission. 


OWEVER, the editor of Telephony, 
the journal of the independent 
telephone companies, sees a likelihood 
of a vigorous shake-up in the deprecia- 
tion practices of telephone companies 
in the future as the result of the Illinois 
Bell Case. Telephony of May 12th edi- 
torially stated : 


It is expected that study of the Illinois 
decision will compel radical changes in tele- 
phone depreciation procedure. he Inter- 
state Commerce Commission has been dab- 
bling with this question several years, and 
after many postponements had finally set 
January 1, 1935, as the date when telephone 
companies should make their filings. So 
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many holes have been kicked into the ex- 
isting procedure that undoubtedly this date 
will again be deferred or else new rules 
will be laid down to conform to the court’s 
latest findings. 

If the lawyers and engineers have inter- 
preted the decision aright, the court _has 
practically reversed the Interstate Com- 
merce Commission’s established principles 
of depreciation accounting. A complete new 
start must be made. 

The conclusions of the United States Su- 
preme Court will be taken into careful 
consideration by those engaged in drafting 
holding company regulations and setting up 
the proposed new Federal commission to 
control communication companies. Evi- 
dence that alleged excessive charges were 
made against the Illinois unit of the Bell 
System will be cited to justify a more rigid 
regulation of the A. T. & T. Co., especially 


as regards the latter’s use of the associated 
companies’ property for long distance. 


It is not clear from reading the 
opinion that the court found particular 
fault with the “Interstate Commerce 
Commission’s established principles of 
depreciation accounting.” The court 
seemed to be concerned only with the 
excessive results produced, which 
would indicate that only: the amount 
charged need necessarily be modified. 
Whether this will also involve a com- 
plete overhauling of the depreciation 
accounting practices of telephone com- 
panies will be something for the ac- 
counting fraternity to worry about. 

—F. X. W. 





Milk and Water Won’t Mix— 
Regulatorily Speaking 


Co of the history of public 


utility regulation were not sur- 
prised by the remarks of Dr. Rexford 
G. Tugwell during the recent senatorial 
examination of his qualifications to be 
Under Secretary of Agriculture, to the 
effect that milk ought to be a public 
utility—just like water. It was back 
in the reign of King Charles the First 
that England had the Bread and Beer 
Assizes—special courts to fix the prices 
and measures of these two commodi- 
ties. Butchers and grocers were also 
regulated in pre-Revolutionary England 
as well as in her pre-Revolutionary 
American colonies. 

And yet if milk is to be admitted 
as a full-fledged member of the public 
utility family, there are signs that it 
will prove to be the most troublesome 
of all. Telephone, power, and gas com- 
panies think that their regulatory trou- 
bles are complicated but, at most, there 
are only two sides to the average utility 
problem: the utility vs. the utility con- 
sumer; or as the politician may put it 
—the “Trust” vs. the “People.” 

The trouble with the “milk utility” 
problem, however, is the fact that no 


one can decide who constitutes the 
“people.” There are the dairy farmers 
who claim the right to “protection.” 
There are the dairy operators and 
wholesalers. There are the Little Re- 
tailers. There are the city consumers. 


A TYPICAL example of the sorry 
snarl that attempted regulation of 
milk has already gotten itself into can 
be seen in the present policies of Dr. 
Tugwell’s own Agriculture Department. 
When George N. Peek was transferred 
from the post of AAA administrator to 
a new position as foreign trade planner, 
the Agriculture Department junked all 
of Mr. Peek’s elaborate arrangement 
for regional milk licenses (which in- 
cluded price-fixing provisions for both 
producers and retail distributors) and 
let it be known that from thenceforth 
Washington would fix prices only for 
producers. 

Even so, violations were reported 
from the dairy area surrounding Cleve- 
land, Chicago, Los Angeles, and Des 
Moines. The AAA decided to add pro- 
duction curtailment to price fixing early 
in 1934, but this further complicated the 
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WasuincTon, D. C.—Blue Eagle dispossesses stormy petrel of the code department. 
“Go,” says B. E., “and never darken my door again, except in relation to stated 
products during temporary emergencies.” 


problem and in April, 1934, the AAA 
dropped the idea of production restric- 


tion because it could not be accom- 
plished “voluntarily.” 

Now let us look at New York state. 
Back in March, 1932, the legislature 
set up a state milk control board having 
production and rate-fixing supervisory 
powers over the milk from the cow to 
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the baby’s bottle. Its powers were 
analogous to the regulatory powers of 
the public service commission over 
New York utilities. This board pro- 
ceeded to fix the minimum price of 
milk for retailers at 9 cents a quart 
in Rochester. A local grocer tried to 
get around this order by giving away 
a loaf of bread with two quarts of milk 
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for 18 cents. He was convicted and 
in appellate proceedings the United 
States Supreme Court (in a widely 
hailed “New Deal” decision) sustained 
the constitutionality of such milk con- 
trol as a temporary measure. 


ut the city “people” began to de- 

mand protection. Bernard Kil- 
ore, who reviews these matters for 
The Wall Street Journal, tells us about 
this angle as follows: 


At this point the city of New York burst 
into the milk news by objecting vigorously. 
Mayor LaGuardia went to Albany. Mayor 
LaGuardia went to Washington. Mayor 
LaGuardia denounced the price-boosting 
idea, and the city obtained an injunction 
forbidding the state board’s proposed action. 

Then the State Milk Control Board (its 
life, by the way, having been extended 
by the legislature because it was originally 
supposed to expire on March 31st) again 
ordered an increase in milk prices. Again 
the government of the city of New York 
objected. But this time it was unsuccessful 
in preventing action. 

So it took another tack. It simply went 
into the retail milk business. And now 
the city is selling milk presumably to folks 
who can’t afford to pay the regular 13-cent 
price, at only 8 cents a quart—a record 
low figure. 

There is “government in business” in a 
big way. Three governments in one busi- 
ness. The national government is tinkering 


with milk prices for producers and keep- 
ing hands off output control. The state 
government is fixing retail as well as whole- 
sale prices. The city government is selling 
milk retail at 61 per cent of the price the 
state government says milk should be sold 
for. Some of which has an interesting 
bearing on the subject of milk as a public 
utility. 

It all seems to depend on who the “pub- 
lic” is. This is particularly true in the 
case of the New York state and the New 
York city governments. On the one hand, 
a “public” in which producers of the milk 
form an important political element is to 
be considered. On the other hand, a 
“public” which comprises only milk con- 
sumers is paramount. Naturally, there is 
conflict when it comes to setting “rates.” 


M* Kilgore adds that if the supply 
of milk—like electricity or water, 
which Dr. Tugwell mentions—depend- 
ed only upon private enterprise in the 
hands of a small minority of property 
holders, there is no reason to suppose 
that New York state and New York 
city would not be in perfect accord on 
the direction in which prices ought to 
go. That direction would be down! 
—F. X. W. 


Mirx’s “Pusiic Utitity” Stratus Comp.i- 
CATED BY DIVERGENT DEMANDS OF CITY AND 
Rurat “Pustics.” By Bernard Kilgore. 
The Wall Street Journal. June 13, 1934. 





Public Relations—A Science 
or a Racket? 


“¢> NE moment of the ecstasy of life 
as I live it,” says the Female 
Ancient in Bernard Shaw’s Back to 
Methuselah to one of those beings not 
yet raised to the heights of ideal life, 


“would strike you dead!” Mr. Shaw’s 
play attempts to picture the progress 
of artificial living centuries from now 
—when technical improvements and 
scientific research are expected to de- 
prive our posterity of the necessity for 
all bodily function. Unfortunately per- 
haps, there is no guaranty that the 
greater mass of our posterity will utilize 
the leisure hours resulting from a high- 


ly mechanized button-pushing sort of 
existence in profound and lofty medita- 
tion. The recent report of the Com- 
mittee on Use of Leisure Time of the 
NRA would seem to bear out the cyni- 
cal suggestion that the people who de- 
vote so much time to tabloids and mov- 
ing pictures do so in order to avoid 
occupying their minds with the tedious 
process of original thought. 

It is precisely this tendency toward 
mental inertia that supports the increas- 
ing use of propaganda by which the 
mass mind is given or attempted to be 
given specific direction for special in- 
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terest. The fact that most of our citi- 
zens are willing to let others do their 
“hard thinking” for them makes them 
fair game for those who specialize in 
propaganda whether it be in the form 
of open advertising or through the more 
subtle means suggested by professional 
public relations counselors. 


AYNE W. Parrish, writing in The 

Literary Digest, gives a brief but 
interesting sketch of Edward L. Ber- 
nays, the super-press agent whose talent 
for scientific mass mind moulding was 
noted in this department somie months 
ago. 
Mr. Bernays, who has successfully 
completed public relations assignments 
for a number of commercial interests, 
including utilities (his handling of 
Light’s Golden Jubilee on the 50th An- 
niversary of Edison’s discovery of the 
electric light is referred to as his 
“crowning achievement”), comes by his 
skill in handling the mass mind through 
family connections so to speak. His 
uncle is the famous Dr. Sigmund 
Freud, the Viennese psycho-analyst. 
It is not surprising that Mr. Bernays 
brings to his professional practice such 
terms as “mechanism,” “clichés,” “re- 
actions,” “stimula,” and other termin- 
ology usually associated with the scien- 
tific classroom or laboratory. 

Mr. Bernays entertains the interest- 
ing opinion that we are living today in 
government by propaganda. It is his 
belief that an invisible government 
composed of a comparatively few per- 
sons with the ability and resources to 
control the mass mind is shaping the 
lives, tastes, habits, and thinking of the 
public. He thinks “the whole trend of 
government is toward the recognition 
of public opinion in shaping our whole 
lives.” He adds: 

This has created the situation in which 
opinion-management is one of the most 
vital forces today, especially in preserving 
democracy. If you want to preserve 
democracy, or to create fascism, today, the 
only way is through opinion-management. 
Whether it is in cigarettes, or in a political 
movement, or an infant's food, it is neces- 
Sary to recognize mass opinion. ° 


Human attitudes are no more of a mys- 
tery, or difficult of measurement, than a 
three-dimensional object. If I can find out 
what the motives are, I can take my object 
and project it into human attitudes. 


NE of the best examples of the 

typical Bernays technique was his 
campaign for the luggage industry. 
Did Mr. Bernays run right out and 
whoop it up for more, bigger and 
better suit cases, brief cases, violin 
cases, and what-not? He did not. He 
never so much as mentioned anything 
about leather goods. It was during the 
flapper twenties when it was fashion- 
able for the women to bob their hair 
and wear just about enough clothes, as 
Kipling puts it, “to dust a flute.” The 
luggage industry was alarmed. Mr. 
Bernays got busy and promoted inter- 
views with society women and film stars 
deploring careless traveling habits of 
American women. No self-respecting 
lady, the interview intimated, should 
ever go away without a complete en- 
semble and spare dresses. Result: 
Sales charts on week-end bags, etc., be- 
gan to show an upward trend. 


UITE a different view of propagan- 

da and of advertising in particular 
is taken by James Rorty in his latest vol- 
ume Our Master's Voice: Advertising. 
This book is, indeed, a strange work. It 
clearly represents a prodigious amount 
of conscientious effort by its author. 
It covers apparently every phase of the 
advertising business. It treats all an- 
gles: economic, sociology, ethics, fi- 
nance. The work is written in a some- 
what erratic “news-flash” style of cer- 
tain modern novelists. The reader will 
be impressed at the range of the au- 
thor’s reading. Quotations abound from 
Stuart Chase, Abraham Flexner, Sid- 
ney Hook, Robinson Jeffers, Vernon 
L. Parrington, Victoria Woodhull, and 
last but apparently the favorite of the 
author, Thorstien Veblen (father of 
technocracy). Unfortunately the au- 
thor displays little familiarity with the 
old-fashioned economists except as in- 
terpreted through the more modern 
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group. This creates an atmosphere of 
unbalance that tends to destroy the 
reader’s confidence in the author’s many 
conclusions, added to the fact that a 
number of the conclusions seem quite 
contradictory. 

When he writes of the technique of 
modern advertising, the work is of val- 
ue and interest. When he waxes edi- 
torially, it becomes confusing and some- 
what tiresome. For one reason or an- 
other, Mr. Rorty has a strangely in- 
tense, bitter hatred for the advertising 
business. He despises the exploitative 
processes, the people who do it, and 
the people who have it done for them. 
He apparently believes that the future 
average citizen will become even more 
of an amiable imbecile than he is at 
present because of the constant de- 
moralization of his mental stamina by 
the powerful waves of suggestive propa- 
ganda that will blow him in this direc- 
tion or that, depending on the currents 
or cross-currents. He speaks vaguely 
of an ultimate revolution. 


A this point let us consider a very 
common-sense suggestion by F. 
E. Ross, a practical utility advertising 
man writing in Electrical World. Mr. 
Ross apparently does not think much 
of the value of ballyhoo—meaning ad- 
vertising which has no basis of fact. 
Over the long range, he says, the public 
is bound to discover that the advertiser 
cannot back up its claims and then bally- 
hoo will become a boomerang. On the 
other hand, if an advertiser tells the 
truth concerning its product and is 
ready, willing, and able to do at its 
place of business everything that it sets 
out to do in its advertising copy, how 
can it be said that the public is being 
exploited ? 

This would seem to be a very practi- 
cal test of the validity of advertising, 
not only from the point of view of the 
advertiser interested in getting results, 
but from the sociological viewpoint. 
Mr. Ross says: 


For advertising places upon the advertiser 
very definite obligations which the em- 


ployees must be trained to recognize and 
carry through. In 99 cases out of 100 
it pays to spend less time puzzling over 
what to say and more time to training per- 
sonnel to carry out the advertising theme, 
policy, and promises. It is far better to 
have a mediocre advertising program and 
have it carried through to its fullest con- 
clusion than to have the best program in 
the world without the follow-through. For 
an ad can be no better than the ability of 
the employee to deliver. 


O* the subject of specific utility ad- 
vertising, Mr. Ross gives this ad- 
vice : 
Most utility advertisements are too long. 
It may take more time to write them short, 
but that time is well spent. It is not neces- 
sary to tell the whole story in one ad. 
There is nothing to fear when the policy 
behind the program is right. There is 
another great obstacle that all organiza- 
tions must hurdle, and this is true in 
utilities as in any other company. There 
is a tendency for the advertising staff 
to write the ads toward the boss in- 
stead of to the public. There seems to 
be only one way in which to correct that 
ill, and that is through the boss himself. 
The advertising man and the sales man- 
ager should be able to fight for what they 
believe is right. They should both be 
able to see the business from the outside 
no matter how long they have been with 
the company. The “yes” man has no place 
in the advertising department of any con- 
cern. Too many utility executives are sur- 
rounded by “yes” men who warp their 
outlook. 


Undoubtedly there is a_ tendency 
among social reformers to attempt to 
protect the public or “mass mind” 
from the anti-social type of propa- 
ganda by legislation and _ regulation. 
Truth-in-securities and truth-in-adver- 
tising should be enforced by the law, 
they say. And yet there are ‘those who 
wonder whether extreme paternalistic 
protection of the ordinary citizen will 
not result in relieving him from the 
necessity of using his own judgment 
at all. Will not this carefully protected 
citizen grow even more careless in his 
sense of discrimination? Not being 
called upon ever to protect himself will 
he not become more helpless against 
expert suggestion? A government that 
has to care for its citizens so tenderly 
from the cradle to the grave may pos- 
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sibly discover that it is rearing a na- 


tion of overgrown babies. 
—F. X. W. 


He Herprp MaKe Press-Acentry A 
“Science.” By Wayne W. Parrish. The 
Literary Digest. June 2, 1934. 
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An Apvertistinc Man: Views Utirity Ap- 
VERTISING. By F. E. Ross. Electrical 
World. June 2, 1934. 





NE of the most witty retorts in 
Robert Sherwood’s Broadway 
comedy success of several seasons ago, 
The Road to Rome, occurs when an 
angry superior officer of the Cartha- 
ginian army demands an explanation 
from a frightened sentry just why he 
happens to be inside of Hannibal’s tent. 
“It’s the sergeant’s orders, sir,” said 
the sentry. 

“Sergeant’s orders indeed,” sneered 
the officer, “and is this army being run 
by sergeants ?” 

The sentry answered very respect- 
fully, 

“That seems to be the general im- 
pression, sir—among the sergeants!” 

For some peculiar reason those lines 
kept running through the head of this 
reviewer as he read the interesting book 
recently written by Professor Marshall 
E. Dimock, of our own University of 
Chicago, upon the subject of British 
public utilities. 


geen Dimock went to England 
to study British public utilities 
through the codperation of the officials 
of the Institute of Public Administra- 
tion. Unquestionably this is a splendid 
organization, but because it is dedicated 
to the preservation and improvement of 
the administration of affairs by British 
public officials, it is not surprising that 
the prevailing atmosphere at Palace 
Chambers, Bridge street, Westminster, 
is not what one would call cordial to 
suggestions that public administration 
over some forms of enterprise ought 
to be junked or checked and that alter- 
native forms of administration, such as 
private operation, might be substituted 
or encouraged. 


British Control of the Utility Situation 
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Consequently, Professor Dimock is 
more than sympathetic when he dis- 
cusses public administration of British 
utilities. British lecturers and writers 
visiting this country have established 
quite a reputation for disparaging and 
insulting American practices to the 
apparent delight and appreciation of 
American audiences. Professor Dim- 
ock has put the “reverse English” on 
this process and grows at times, in the 
opinion of this reviewer, zealously apol- 
ogetic in his explanation of the short- 
comings of British utility administra- 
tion. Parliament being the supreme 
constitutional authority in England’s 
government, members of the adminis- 
trative branch are cast somewhat in 
the rdle of sergeants in the handling of 
national affairs. It is plain that Pro- 
fessor Dimock has been visiting and 
talking mostly with the sergeants. He 
quotes them, reflects their explanations, 
and generally concludes that the utilities 
would be better off if the sergeants were 
given wider authority. 


ET the author’s inherent sense of 
fairness in dealing with facts and 
figures reveals to us data strangely in- 
consistent with his labored explanations. 
Take for example telephone rates 
and service, operated under the British 
Post Office since 1912. Professor 
Dimock tells us that the average capital 
cost of a telephone in the United States 
is £47 compared with the average cost 
in England of £76. This difference he 
explains on various grounds. In the 
United States “a material part of the 
system” is above ground. In England 
it is six sevenths underground. He 
then compares British rates with the 
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telephone rate in New York city, which 
he concludes is “applicable to most sec- 
tions of the United States.” He also 
points out that the government inherit- 
ed the systems from the National Tele- 
phone Company “in a bad condition.” 
While this seems to be an explanation 
of questionable validity at this late date, 
it is conceded that the old company, 
faced with the certain prospect of pub- 
lic acquisition, was “chary of spending 
capital on additional plant.” 

Likewise, on the subject of telephone 
service, the author explains that “the 
telephone received such a bad reputation 
under private management that many 
years have been required to overcome 
the popular prejudice.” This is some- 
thing like the remark of ex-President 
Hoover to the effect that the depression 
was “purely psychological.” Yet the 
author goes on to tell us that in 1920 
only 75 per cent of local calls were 
effective the first time. This average 
efficiency has since improved to 90 per 
cent, but efficiency ratings of British 
telephone service from independent 
sources, especially as to toll calls, are 
not so complimentary. 

Finally, Professor Dimock quotes 
William O’Brien, an American utility 
expert, as saying that British commer- 
cial efficiency cannot fairly be compared 
with American efficiency because of the 
temperamental difference between the 
two peoples; in England there is “no 
great pressure anywhere at any time” 
and that is why “England is still at 
the foot of the ladder of telephone de- 
velopment.” In other words, English 
telephone users have less efficient serv- 
ice because they prefer it! Well per- 
haps so, our British cousins have many 
strange customs in our eyes. 


| iy the field of government telegraph 
service, Professor Dimock’s facts 


show up the British Post Office opera- 
tions to even worse advantage. Deficits 
from this government operation have 


become a British tradition. This is ap- 
parently the result of arbitrary political 
rate making. In 1883, there was intro- 
duced the popular 6d telegram to im- 


prove the popular usage of the service. 
(Does this not remind us of current 
American proposals?) Popular usage 
improved indeed, but previous profit 
turned into heavy loss. The number of 
telephones rose from 30 to 50 millions 
that year and a loss of revenue of at 
least £170,000 a year and a capital ex- 
penditure of £500,000 resulted. Pro- 
fessor Dimock finds that much of the 
unfavorabe comparison of British with 
American wire service can be explained 
by the smallness of England and the 
competition from an efficient govern- 
ment postal service. However, he adds 
significantly : 

It is sometimes asserted that the tele- 
graph service could made to pay, if 
only certain resources were tapped which 
have not been exploited to the fullest ex- 
tent heretofore. This could be done, it 
is argued, by developing new forms of 
business, largely in accordance with the 
recommendations which were made by the 
Post Office delegations which visited the 
American telegraph companies in 1928. 


So apparently all the trouble with 
British wire service cannot be blamed 
on the topography of the “tight little 
isle.” 


AKING a fair view, Professor Dim- 

ock has written an interesting book. 
It smacks of propaganda, but it is good 
anyhow. Would that all propagandists 
were as fair with the facts. He has 
laid down an excellent format for 
future work on the same subject. It 
is the first book of its kind that Ameri- 
can utility executives and regulators can 
read which will give them an intelligent 
comparison of the two national systems. 
It is to be hoped, however, that the next 
American who writes about British 
utilities will not be so much overcome 
by the genial hospitality of the British 
Institute of Public Administration that 
he will neglect independent investiga- 


tion. 
—F, X. W. 


British Pusric Utiiries AND NATIONAL 
DeveLopMENT. By Marshall E. Dimock, 
Ph.D., Associate Professor of Political 
Science, The University of Chicago. Uni- 
versity of Chicago Press. Price, $3.25. 349 


pages. 
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The March of Events 





Coal Industry Opposes TVA 


HE entire bituminous coal industry has 
: swung its support behind the Alabama 

coal mine operators who are trying to stop 
the spread of the New Deal’s socialistic ex- 
periment in Tennessee valley, according to 
the Chicago Tribune. 

The National Coal association, trade asso- 
ciation for the bituminous industry, recently 
made public a resolution commending the 
action of Alabama coal interests in bringing 
an injunction suit against the TVA. 

Criticism of the government’s hydroelectric 
power policy also was expressed by Carroll 
B. Huntress, president of the Appalachian 
Coals, Inc., in an address before the seven- 
teenth annual banquet of the National Retail 
—. Merchants Association at Washington, 


Huntress accused the government of foster- 
ing a vicious circle in its reémployment cam- 
paign, by authorizing projects that would in 
the near future throw 100,000 mine workers 
and their dependents upon charity. 


* 
ICC Studies Pipe-line Rates 


HE Interstate Commerce Commission an- 

nounced June 20th it was considering 
starting an investigation of oil pipe-line rates 
on transportation of crude oil from Texas, 
Oklahoma, and Kansas to other states and 
within those states, according to the Dallas 
Morning News. 

The commission refused a request of the 
Louisiana-Arkansas Refiners’ Association for 
suspension of rates filed by five companies 
but recently received a letter from Secretary 
Ickes, as oil administrator, asking that the 
rates be suspended and that he be given a 
chance to lay certain information before the 
commission. 

The rates in question are those fixed by the 
Atlantic Pipe Line Company, the Shell Pipe 
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Line Corporation, Stanolind Pipe Line Com- 
pany, the Texas Pipe Line Company, and the 
Texas-Empire Pipe Line Company. 


Ss 
Joint Power Board Reports 


HE international joint commission has re- 

ported to the governments of the United 
yw 3 -_ yagi 2 does not believe 
it advisable to regulate for power purposes 
the levels of Rainy and Namakan fas on 
the Minnesota-Ontario border, according to 
the Associated Press. 

The commission found, however, that other 
waters in the Rainy river region west of 
Lake Superior might properly be utilized for 
power without serious injury to recreation 
facilities. 

- 


Roosevelt Reappoints McNinch 


| ys R. McNinch was renamed Federal 
Power Commission chairman by President 
Roosevelt June 22nd, according to the Wash- 
ington Post. 

In reappointing McNinch to a 5-year term, 
Mr. Roosevelt, it said, ignored the demands of 
Senators Bailey and Reynolds (Democrats), 
North Carolina, that McNinch, who opposed 
the election of the democratic presidential 
nominee of 1928, Alfred E. Smith, be dropped 
from appointive office. 


* 
Extend FTC Investigation 


A CLOSING-HouUR vote by Congress gave the 
Federal Trade Commission another year 
and a half to wind up its examination of 
how utilities do business, according to The 
United States News. 

The 7-year utility investigation had been 
scheduled for completion in 1934. 


Alabama 


Oppose “Outside” Attorneys 


oO consequence of the Scottsboro case is 
the growing animosity in the South 
against “outside” attorneys. In Alabama the 
movement has come out in the open, accord- 


ing to The New Republic. Bibbs Graves, 
campaigning for governor, is supporting the 
attempt to write into the statutes of A 

a provision to prevent outside attorneys from 
intervening—prevent them, in the significant 
local phrase, from “embarrassing our courts.” 


105 





PUBLIC UTILITIES FORTNIGHTLY 


Over in Georgia a move is on foot to charge 
all International Labor Defense attorneys 
with the crime of “inciting to insurrection” 
as soon as they appear in a case. The crime 
would be difficult to prove, but the charge 
might go a long way to embarrass a legal de- 
fense of someone else. At the same time the 
county soliciter of Atlanta is trying to bar 


e 


The Daily Worker, The New Masses, and 
The Labor Defender from the city’s news- 
stands. The attempted disbarment of Ades 
in Maryland, the raiding of the I.L.D. head- 
quarters throughout the industrial parts of 
the South, are all parts of this same fight, 
one that shows little likelihood of being 
dropped by either side. 


Arizona 


Propose Utility Tax Law 


A PROPOSAL to tax tangible property of pub- 
lic utilities at valuations fixed by the 
corporation commission for rate-making pur- 
poses may be voted upon at the next general 
state election, according to the Phoenix 
Gazette. 

This proposed amendment to Article IX, 
Section 13 of the state Constitution reads as 
follows: 


“The tangible property of public service 
corporations engaged in the production, sale, 
or distribution of gas, water, or electricity, 
shall, unless exempted by law, be assessed for 
purposes of taxation upon the valuations fixed 
by the corporation commission of Arizona 
for rate-making purposes.” 

No estimate has been made, according to 
Tax Commissioner Thad Moore, of the in- 
creased revenue possible under the proposal to 
tax public utilities on rate-making valuations. 


e 
Arkansas 


City Accepts Rate Cut 


| Boy Rock’s city council voted June 18th 
to accept the proposed rate reduction 
schedule offered by the Arkansas Power and 
Light Company for commercial and residen- 
tial consumers in the city of Little Rock, 
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with rates effective as of June 15th, according 
to a statement published in the Arkansas 
Gazette. 

The reduction will amount to more than 10 
per cent, it was said, and will save residential 
consumers $33,000 a year and commercial con- 
sumers $39,000 a year. 


California 


“Free” Power Boosts Sales 


HE first trial month of San Joaquin Light 
& Power Company’s free power experi- 
ment brought increased consumption, as 
measured by free power delivered, of 16.9 
per cent in commercial lighting, 22.5 per cent 
in domestic lighting, and 40.7 per cent in do- 
mestic heating and cooking, according to The 
Wall Street Journal. The company, with its 
affiliate, Midland Counties Public Service 
Corporation, offered for the 2-month period, 
April and May, those classes of consumers all 
of the electricity they could use at a billing 
not to exceed that under the regular rates 
for March. 
Accompanying the increased use of power 
was a notable stimulation of electric appli- 
ance sales. Appliance dealers state that thus 


far this year sales of electric refrigerators 
in the San Joaquin valley have trebled sales 
i the corresponding 1933 period. 

San Joaquin officials have received a flood 
of inquiries on the plan from power com- 
panies throughout the country. In Milwaukee 
it has been copied practically as set up and 
early indications are that comparable success 
is greeting the venture there. 


* 
Utilities Lose Rehearing Plea 


HE railroad commission has denied the 
petition of the Sierra and San Francisco 
Power Company and Pacific Gas and Electric 
Company for a rehearing of the decision fix- 
ing the compensation to be paid by the 
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Modesto Irrigation District for the electrical 
distribution system of those companies at 
Modesto at $222,000, according to the Los 
Angeles Times. 


The commission declared it had “carefully 
considered every assertion made by the util- 
ities and that no good cause for granting of 
a rehearing was found.” 


7 
Colorado 


Rates Ordered Reduced 


OWER gas and electric rates for the city 
of Greeley were ordered by the public 
utilities commission of Colorado June 23rd 
in a decision rendered in the case of the 


Home Gas & Electric Company of Greeley. 
The commission did not prescribe a rate 

schedule, but ordered the company to draw 

one designed to reduce the company’s annual 

—— by $53,180, according to the Denver 
ost 


2 
Distrié&t of Columbia 


Roosevelt Reappoints Elgen 


Paw Roosevelt June 27th reappointed 
Riley E. Elgen to the public utilities com- 
as for a term of three years, beginning 
July Ist. 

Originally, Commissioner Elgen was placed 
on the public utilities commission by the 
late President Coolidge and was reappoint- 


ed three years later by President Hoover. 

Although a Republican, Elgen was selected 
because of the excellent record he has made 
on the commission, it was said at the White 
House, according to the Washington Post. 
He has had long experience in utility matters, 
both as a member of the public utilities com- 
mission and as valuation engineer in the 
Interstate Commerce Commission. 


e 


Georgia 


Gas Companies Cited 


A= gas companies operating in the state 
were cited by the public service com- 
mission to show cause on July 16th why 
gas rates should not be reduced, according 
to a statement published in the Gas Age- 
Record. 

The citing of the gas companies does not 
necessarily mean that a rate reduction will be 
ordered by the commission. The citation, 
it was believed, was for the purpose of ob- 
taining certain information concerning rate 
structure not developed in the private inves- 
tigations. 


Phone Rates Cut by PSC 


T= public service commission June 23rd 
ordered cuts of approximately 17 per cent 
in the rates of ten small telephone companies 
and completed plans for a hearing on the 
freight rate structures of all railroads operat- 
ing in the state, according to the Atlanta 
Constitution. 

The ten companies affected by the order 
were the Georgia Continental, Nag em 
Cairo, Statesboro, Consolidated, las, 
Dalton, Chatsworth, Southeastern, Pe 
tral Telephone Companies. The cut was ef- 
fective July Ist. 


e 


Illinois 


why its rates should not be reduced, accord- 
ing to the Chicago Tribune. 

The company serves twenty-five North 
Shore towns, including Highland Park, Lake 
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Cites Gas Utility 


Tz commerce commission has cited the 
North Shore Gas Company to show cause 
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Forest, Waukegan, Glencoe, Winnetka, Zion, 
North Chicago, Winthrop Harbor, Fort 
Sheridan, Libertyville, Lake Bluff, Mundelein, 
and Highwood. | 

According to the commerce commission, 
the rates of the utility are higher than rates 
charged by other companies serving similar 
territories. > 


Orders Telephone Rate Cut 


HE commerce commission recently or- 
dered reductions in rates charged by the 
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Illinois Bell Telephone Company in cities of 
Urbana and Champaign which will amount 
to $12,500 annually. Commission attorneys 
anticipate that Illinois Bell will file new rate 
schedules immediately, according to The Wall 
Street Journal. 

The company will begin repayment of $20,- 
700,000 in overcharges to Chicago subscribers 
to its coin box service next October Ist, ac- 
cording to a decree entered in Federal court. 
The refund was ordered in a recent decision 
of the United States Supreme Court. In all, 
the telephone company expects to issue 
1,181,500 checks. 


Kentucky 


Seek New Municipal Plant 


YY pry city officials have offered 
$262,000 worth of bonds for sale as the 
next campaign in their fight with the Ken- 
tucky Utilities Company. 

An ordinance authorizing the bond issue 


y 
Louisiana 


Orders Lower Pipe-line Rates 


H reductions in pipe-line rates were 
to become effective June 21st and at 
later dates unless the ICC intervened, accord- 
ing to the Times Picayune. Independent re- 
finers have maintained for years that the 
rates are too high. 

When the Stanolind, Shell, Texas, and 
Empire lines proposed to cut rates, there was 
prompt protest. John E. Shatford, president 
of the Louisiana-Arkansas Refiners’ Associa- 
tion and member of the oil code planning and 
coérdination committee, complains that a re- 
duction in pipe-line rates will discriminate 
against refiners in fields with a short haul 
to their plants and a long rail haul to market. 

Mr. Shatford argues that the cuts pro- 
posed will disrupt the rail rate structure. 
So little has the commission’s jurisdiction 
over pipe lines been used that there is some 


for a new municipal light plant was adopted 
recently by the city governing body. The 
ordinance declared an emergency existed in 
the present lack of lights on the city streets. 
The utility company recently cut off all street 
lights, claiming the city was delinquent in 
paying for current. 


question concerning its extent. For this rea- 
son, the ICC may hesitate to suspend the new 
tariffs. The Louisiana-Arkansas refiners as- 
sert that the commission has plenty of au- 
thority to deal with this situation. 


¥ 


Favors Phone Inquiry 


AT report was given by Senate 
Judiciary A committee recently on the 
resolution of Senator John J. Wingrave to 
investigate telephone rates in Louisiana cities, 
according to the Times Picayune. 

The resolution calls upon the public service 
commission to reduce business telephone rates 
in New Orleans from $9 to $7.50, and res- 
idence phones from $4.50 to $3.50. The reso- 
lution was broadened to call for an investiga- 
tion of all telephone companies. 
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Massachusetts 


Oppose Service Charges 


HE state senate accepted the conference 


proposing the practical elimination of service 
charges made by gas and electric light com- 
panies, according to an item in The Wall 


report of house and senate committee Street Journal. 
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Mississippi 


Lowers Rates in 250 Towns 


ATE reductions averaging 10 per cent 
have been voluntarily granted customers 
of the Mississippi Power and Light Com- 
pany in nearly 250 municipalities and com- 
munities, effective in June, but because of dif- 
ferences between the company and city of- 
ficials the reduction has not been extended 
to the 6,000 Jackson customers. 
Power company officials estimate that the 
reductions in force will cost the company 
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$250,000 annually if the same amount of en- 
ergy is consumed as was when the higher 
rates were in force, but they declare they 
expect the lessened rates to boost consump- 
tion of electricity. 

The same reductions have been offered the 
citizens of Jackson but city officials headed by 
Mayor Walter A. Scott insist that Jackson 
should have a greater reduction, and there is 
an electrical engineering firm now at work on 
the local situation surveying the possibilities 
for such a greater reduction. 


Missouri 


Upholds Taxi Ordinance 


HE St. Louis ordinance requiring liabil- 
ity insurance for taxicabs was upheld 
by the supreme court en banc recently in 
denying a motion to annul a lower court order 
dissolving a restraining order which taxicab 


operators had obtained in their effort to pre- 
vent the ordinance from becoming effective. 
There was no written opinion going into 
the merits of the case, according to the St. 
Louis Daily Globe-Democrat. 
The decision permits the city to enforce the 
ordinance after almost a year’s delay. 


Nebraska 


Commission Seeks Rate Data 


HE railroad commission recently sent out 

a questionnaire asking for a schedule of 

the electric energy rates in effect, whether 

furnished by the municipality or by private 

power companies, according to the Nebraska 
State Journal. 

In addition to the schedule of rates, in- 

formation asked embraces whether the city 


generates or buys its current and what the 
latter costs and when the contract expires; 
if operated by a private company its name, 
rates, and date of expiration of the com- 
pany’s franchise. 

The commission recently assumed jurisdic- 
tion over rural electric service rates and seeks 
the rate information for use in determining 
what constitutes a reasonable energy charge 
for rural electric service. 
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New Jersey 


Plan PUC Reorganization 


A= of the board of public 
utility commissioners’ staff is in the of- 
fing, a reorganization which is expected to en- 
able the commission to function more smooth- 
ly and efficiently, according to the Newark 
Evening News. Departments will be re- 
vamped, with a redistribution of duties among 
the personnel. 

It is no secret that the commissioners and 
counsel have felt for some time the need of 
making changes in the organization, accord- 


ing to the Evening News. At present, the 
staff set-up is virtually the same as it has 
been for many years, with no modernization 
to meet changed conditions. 

The series of public utility measures now 
before the legislature is a part of the gen- 
eral program to make the state’s regulatory 
commission one of the foremost in the 
country in efficiency. Armed with additional 
legislative authority and strengthened by re- 
organization, the commissioners hope to make 
New Jersey’s board a model one in the 
country. 
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New 


Senate Finds Thayer Guilty 


HE New York senate June i9th voted 

that former Senator Warren T. Thayer, 
Republican, of Chateaugay, was guilty of mis- 
conduct in his relationship with the Associat- 
ed Gas & Electric Company from 1926 to 
1932, according to the ashington Post. 
Thayer could not be removed from office. 
He resigned June 11th. 

The vote against Thayer was unanimous. 

Paul J. McCauley, counsel to the judiciary 
committee, summed up the inquiry into Thay- 
er’s public utility connections. No one ap- 
peared to represent the former Republican 
Senator. 

McCauley contended it was “very signifi- 
cant” that Thayer sold the Chasm Power 
Company at Chateaugay to the associated 
system a few days after he became chairman 
of the public service committee in January, 
1925. This committee handles all bills af- 
fecting public utilities companies. 


5 


Predicts Utility Rate Rise 
Due to Inventory Cost 


N™ York city light and power com- 
panies face an inevitable increase in 
rates, due to the cost of the inventory they 
must make within the next year and a half, 
possibly on a straight-line depreciation basis, 
according to Floyd L. Carlisle, chairman of 
the boards of the Consolidated Gas Company 
of New York and the Niagara~-Hudson Pow- 
er Corporation. 

Mr. Carlisle, according to the New York 
Times, asserted in his address at the conven- 
tion of the state Bankers Association recently 
that the inventory would cost $6,000,000 to 
$7,000,000, and that adoption of straight-line 
depreciation, advocated by Chairman Malt- 
bie of the public service commission, would 
at least double the amounts now being set 
aside and regarded by the companies as ample. 
This would be in excess of $15,000,000 addi- 
tional operating expense a year, and accord- 
ing to Mr. Carlisle “would inevitably lead to 
an increase in rates.” 

The public service commission, according 


Y ork 


to the New York Herald Tribune, will be- 
gin in July to determine whether its plan of 
straight-line depreciation for utility property 
will lead to an increase in gas and electric 
rates for Consolidated Gas group of com- 
panies. An investigation of the most search- 
ing kind will be opened with every private 
utility operating in New York state com- 
ing within its scope. 

The inquiry will be under the procedure 
adopted to conform to the 11-point utility 
reform program of Governor Lehman which 
was enacted into law at the last session of 
the legislature. The drive will be toward a 
drastic reduction in gas, electric, and tele- 
phone cost at the time of construction. The 
legislature set a fair return minimum of 5 
per cent and it has been intimated that rates 
yielding more than this will be pared accord- 
ingly. 

A 6 per cent reduction in rates of the 
electric units of Consolidated Gas, ordered 
by the commission last September, is now 
pending in the courts where the companies 
were awarded a temporary injunction. The 
commission expects to continue the court fight 
for a decision to establish the right of a com- 
mission to order temporary emergency rates. 


% 
Cuts Electric Rates 


GENERAL reduction in electric rates for six 

utility companies serving a large sector 
in the northern part of the state was ap- 
proved recently by the public service com- 
mission, with an estimated yearly saving of 
$248,000 to consumers, according to the Bos- 
ton Evening Transcript. 

The companies whose new rates were ap- 
proved are: Malone Light & Power Com- 
pany, St. Lawrence County Utility Company, 
Norwood Light & Power Company, Northern 
New York Utilities, Antwerp Light & Power 
Company, and the Raquette River Power 
Company. All are part of the Niagara Hud- 
son System. 

The rates were part of an agreement ef- 
fected by the commission with Niagara Hud- 
son last fall, when the state body began pro- 
ceedings to force a reduction. 


e 
North Dakota 


Utilities Begin Tax Fight 


ONTENTIONS of illegality and discrimina- 
tion were aired before Special Master in 


Chancery Agnes McMichael in Federal court 
at Bismarck recently, as six power companies 
opened their fight against North Dakota’s 
12 per cent gross earnings tax, according 
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to a statement in the Bismarck Tribune. 
Approximately $700,000 is involved in the 
suit. 
- 


Company Files Rate Appeal 


a of appeal has been filed by the 
Montana-Dakota Power Company from 


e 


the decision of the state railroad commission 
which directed that a rate of 6% per cent 
above cost of operation be in seven 
northwestern North Dakota tewns whose 
citizens had petitioned for reduction in elec- 
tric rates, according to the Bismarck Tribune. 

The towns are A Rawson, Alex- 
ander, Watford City, Charbonneau, Cart- 
wright, and Ray. 


Ohio 


Appeal to U S. Supreme Court 


HIEF Justice Carl V. Weygandt has grant- 

ed to the West Ohio Gas Company a pe- 
tition for an appeal to the U. S. Supreme 
Court of the state supreme court’s decision 
ordering lower gas rates and refunds to 
consumers in Lima and Kenton, according 
to the Columbus Dispatch. 

He fixed supersedeas bends of $4,000 in 
the Kenton case, and $200,000 in the Lima 
case. 

Attorneys for the company asserted the con- 
cern would be unable to furnish the high 
bond in the Lima case. 


e 


Begin Meter Cab Service 


Cae taxicabs began operating with 
meters June 13th, according to the 
Columbus Dispatch. 

Rates in effect are 15 cents for the first 
one and one-half miles and 5 cents for each 
succeeding half mile. 

Since cab companies will pay regular sal- 
aries to drivers, they were preparing to sign 
up for workmen’s compensation, the Dts- 
patch added. Operation on a salary basis re- 
sults in cab drivers being regular employees, 
rather than independent contractors, under the 
state compensation laws. 


Texas 


Study Rate Reduction Offers 


HE Texas Power and Light Company’s 

rate reduction offer was before Waco’s 
city commission June 13th, according to the 
Dallas Morning News. The company pro- 
poses to reduce the minimum from $1 to 75 
cents while the city is demanding a 50-cent 
minimum charge. The T. P. & L. schedule 
effective June 15th calls for a flat charge of 
40 cents for a 4-room house, with 10 cents 
additional up to ten rooms. The range 
per kilowatt is from 6 cents for the first 
4 kilowatt hours to 2 cents for all over 
100 kilowatt hours. 

It is contended by the company that within 
the last three years voluntary reductions in 
— rates made in Waco aggregate in excess 
oO ,000. 
City Attorney John McGlasson claims that 
a schedule of rates he has prepared will re- 
sult in a gross reduction of approximately 
$200,000, principally to the smaller consum- 
ers. 
A resolution adopted by the city commis- 
sion recently provides for a reduction of ap- 
proximately 15 per cent in the rates of the 


Texas Cities Gas Company, it is reported. 

The city plans to make the minimum 
charge $1 for the first 1,000 cubic feet in- 
stead of for the first 700 feet, as at present. 
The company has filed an application with the 
railroad commission to increase the minimum 
charge to $1.50, with 50 cents per thousand 
for all in excess of 50,000 cubic feet. 


> 


Big Gas Rate Case Opens 


RIAL of the state’s largest gas rate case, 

involving domestic rates in approximate- 
ly 275 Texas towns and cities, began recently 
in a Travis county district court. 

The suit was brought by the state to force 
the Lone Star Gas Company, producer, trans- 
porter, and wholesaler of natural gas, to abide 
by an order of the railroad commission which 
directed a reduction from 40 cents to 32 cents 
in the company’s rate at city gates, accord- 
ing to the El Paso Times. 

Affiliated distributing companies based do- 
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mestic rates on the wholesale charge at the 
city gate. Distributing companies using Lone 
Star gas had 200,000 meter connections serv- 
ing more than 500,000 people. 


* 


City Rejects Rate Cut 


FFICIALS of the Dallas Power and Light 
Company appeared disappointed in the 
city’s rejection of an offer to cut electricity 
rates $350,000 annually beginning in August 
and seemed to be preparing for a fight in 
court, if necessary, according to Supervisor 
of Public Utilities John W. Everman. 
Everman, the Dallas Morning News says, 
recently delivered the reply of the council’s 
utility committee to the company. The pro- 
posed reduction which would add $115,000 to 
the present reduction of $235,000, was termed 
“wholly unsatisfactory and unaccountable” 
by the committee. 
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City Raises Rates and Taxes 


Boece and customers of the municipal 
water plant received a little jolt from the 
Dallas city council recently when it voted a 
5-cent increase in taxes and a 20 per cent 
increase in water rates. 

Both increases will go into effect October 
Ist to provide $362,600 in additional revenue 
for the general fund. 


> 
Light Rates Reduced 


ESIDENTIAL and commercial lighting rates 
in Sherman have been reduced an aver- 
age of 10 per cent, by the Texas Power and 
Light Company effective with the bills which 
the customers will receive in July, according 
to the Dallas Morning News. 
This is the fifth voluntary reduction in 
residential, and the sixth in commercial, rates 
by the company. 


Virginia 


Utility Challenges Federal 
Power Commission 


A= challenge to the power claims of the 
Federal government was hurled recently 
by the Appalachian Electric Power Company 
when it notified the Federal Power Commis- 
sion that it intends to proceed with construc- 
tion of a dam on the New river, in Virginia, 
without seeking approval of the commission. 
That body in a previous case involving the 
same company, according to a statement in 
the Philadelphia Record, contended the Fed- 
eral government had control not only over 
power plants on the navigable portions of 
streams but also over their nonnavigable 
headwaters. 
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New Law Punishes Slug Users 


A law which recently went into effect 
punishes as a crime the use by persons 
of slugs instead of coins in telephone boxes. 

The practice sought to be punished has 
grown to such an extent as to cost the Chesa- 
peake and Potomac Telephone Company ap- 
proximately $25,000 a year, according to the 
Richmond News Leader. In addition, it has 
meant a financial loss to the state, as its taxes 
from telephone companies are based on the 
receipts of these corporations. 

Passage of the law was asked of the gen- 
eral assembly of 1934 after courts in two 
Shenandoah yalley cities had held that neither 
the common law nor any statute then in ex- 
istence made the fraudulent practice illegal. 


Washington 


Accepts Utility Tax 


| poseeny and other Washington cities will 
accept without further contest the new 
state law assessing a state occupation tax of 
3 per cent of the gross earnings of city-op- 
erated utilities, George Ferris, corporation 
counsel, recently announced, according to the 
Spokane Chronicle. 


To Spokane this tax amounts to $18,000 on 
the earnings of the water department and 
about $1,800 on the earnings of the crema- 
tory. 

Commissioner Frank Sutherlin, in charge 
of the water department, immediately an- 
nounced attempts are being made to absorb 
the tax without the necessity of raising the 
city water rates. 
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West Virginia 


Seeks to Halt New River 
Power Project 


Avi! of complaint asking an injunction to 
halt construction of the hydroelectric 
project in the New river at Hawks Nest was 
filed June 12th in Federal court by U. S. Dis- 
trict Attorney George I. Neal, according to 
the Charleston Gazette. 

The bill contends that the defendants failed 
to obtain a Federal permit for the dam con- 
struction. Shortly before construction was 
begun, it was pointed out, the companies re- 
ceived a permit from the public service com- 
mission. 

Neal contends the New river provides a 
large part of the water,in the Kanawha river 
and consequently in dry seasons the project 
would impede the flow of water and seriously 
handicap navigation. He added in drought 
years the New river has provided 96 per cent 
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of the water in the Kanawha river and assert- 
ed the proposed dam at Hawks Nest would 
be large enough to retain the New river’s 
water for twenty-four hours when the flow is 
approximately 1,200 cubic feet or less a 
second. 

As a result a possible contest loomed be- 
tween the state and Federal governments for 
control of water power, according to the 
Gazette. 

From Washington came a statement by the 
Department of Justice that a suit to enforce 
Federal control of a power project in New 
river at Hawks Nest is an assertion of Fed- 
eral authority to regulate the flow of naviga- 
ble streams. 

At the state capitol the governor’s office 
was represented as holding a belief that the 
hydroelectric power belongs to the state and 
West Virginia alone has the right to license 
private power developments. The state at- 
torney general’s office is studying the case. 





Wisconsin 


Extends Rate Cut 


y extension of an emergency reduction 

947 customers of the Evansville munici- 
pal electric plant will be saved $11,200 a year, 
under an order issued recently by the state 
public service commission, according to the 
Wisconsin State Journal. 

Since January 1, 1932, emergency rate re- 
ductions have been in effect at Evansville at 
request of municipal utility authorities and 
have several times been extended. 


¥ 
Rates Slashed in 30 Counties 


AN STMENT of Wisconsin Power and 
Light Company gas rates in Janesville, 
Beloit, and Baraboo and of commercial elec- 
tric rates throughout the 30 counties the com- 
pany serves to save customers $60,000 an- 
nually on the basis of 1933 consumption was 
ordered by the state public service commis- 
sion June 12th, according to the Wisconsin 
State Journal. 

The order affects 1,600 commercial electric 
and 12,000 gas customers of the utility, which 
is second ee in the state in sales and 
first in amount of territory served. New 
rates will be effective after the next meter 
reading and on bills rendered late in July. 

This latest order supplements a $300, 
reduction in residential electric rates made 
by the commission last fall for the company. 
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Electric Boycott Weighed 


pF pent and county officials recently 
considered a proposal to boycott the 
Milwaukee Electric Company which has been 
deprived of its blue eagle by the NRA, ac- 
cording to a statement in the Wisconsin State 
Journal. 

Both the county board and the city council 
have passed brdinances requiring that the 
city and county governments do business only 
with the firms flying the blue eagle. 

James P. Sheehan, socialist supervisor, said 
he would introduce a resolution demanding 
immediate cancellation of the county’s con- 
tract with the electric company. He will ask 
that the county set up its own light and 
power plant in the court house. 


> 
Defeat City Plant Proposal 


A®* unexpected overwhelming vote by the 
Madison common council recently de- 
feated a resolution which provided that the 
city proceed with the purchase of the Madison 
Gas and Electric Company, according to an 
a published in the Wisconsin State Jour- 


Opponents of the resolution had expected 
that thirteen or fourteen alderman would op- 
pose the measure but they were surprised 
when the vote resulted eighteen to two for in- 
definite postponement. 

















The Latest Utility Rulings 





Wilkes-Barre Water Rates Reduced in 
Record-breaking Order 


HE longest report and order in the 

history of the Pennsylvania com- 
mission, the complaint of the city of 
Wilkes-Barre and others against Scran- 
ton-Spring Brook Water Service Com- 
pany was sustained. The complaint 
was first filed by the city of Scranton in 
June, 1928, and hearings have been 
going on up until June, 1933. More 
than 8,210 pages of testimony, as well 
as several hundred exhibits were put 
into the record. The territory affected 
by the order (Spring Brook division) 
covers 90 square miles. There are 47 
municipalities affected, with an approx- 
imate population of 375,000. The 
weight of the report and order was 
given at 4 pounds. The commis- 
sion’s opinion and order cover 322 
pages. 

The effect of the order will be to 
reduce the company’s allowable annual 
revenue by more than a half million 
dollars a year. The commission’s order 
allows 6 per cent rate of return in con- 
formity with its recent resolution with 
regard to its policy allowing utility re- 
turns. In determining the value of the 
property, the commission took notice of 
changes in economic levels and prices 
which have occurred since the early part 
of 1933, stating that the activities of 
the Federal government and general 
’ changes in economic levels are a matter 
of common knowledge. The commis- 
sion added, however, that there is “no 
indication of any immediate rise in 
prices of a marked nature unless further 
inflationary measures are undertaken by 
the Federal administration.” 

The commission observed that it was 
in no position to forecast such measures, 
nor the possible results thereof. It 
stated that the utility “must take its 


chances in so far as it may be affected 
by any extreme action which may later 
occur.” The rate base fixed by the 
commission for the company’s property 
was $18,384,000. The company was 
ordered to refund excess collections 
from all classes of consumers from 
July 1, 1928. The refunds are to bear 
interest at the rate of 6 per cent from 
the date of payment by the customer 
until the date of refund by the com- 
pany. Refunds must be made in equal 
quarterly amounts, either in cash or by 
credits on bills from the date of final 
adjudication. 

The opinion set three time periods for 
variations and allowable return from 
the value as of July, 1928, when a 7 
per cent rate of return was held reason- 
able. A similar allowance for return 
was also made for the second period. 
For the period from July 1, 1933, and 
for the future, however, the 6 per cent 
return was held sufficient. The case 
had previously been remanded to the 
commission by the courts for more de- 
tailed information as to the basis up- 
on which the commission determined 
fair value, in view of the fact that 
the Pennsylvania courts are required 
by statute to make independent find- 
ings. 

The volume of the recent commis- 
sion order is perhaps explained by 
this construction from the superior 
court. 

The city of Scranton had been one of 
the original complainants in the case but 
it withdrew in June, 1933, when the 
utility company volunteered to place a 
reduced schedule of rates into effect in 
that area. City of Wilkes-Barre et al. 
v. Scranton-Spring Brook Water Serv- 
ice Co. 
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Capital City Phone Rate Cut Sustained 


Tz supreme court of the District 
of Columbia has sustained an or- 
der of the District of Columbia com- 
mission reducing telephone rates in the 
city of Washington 10 per cent, which 
has been litigated since October, 1932. 
The commission had found a fair value 
of $30,293,570 without any separate 
allowance for going concern value. The 
court made a finding of going value in 
the amount of $2,500,000, but found a 
total fair value, including that item, of 
$30,200,560. 

The commission found the company’s 
charges to operation for depreciation 
excessive in the amount of $300,000 per 
annum. In this, it was sustained. The 
license contract payments, the commis- 
sion disallowed in part. The court 
found the cost of the services supplied 
by the American Telephone and Tele- 
graph Company exceeded the amounts 
paid, which it held should be allowed in 
full, in part to be charged to capital, 
and in part to operation. Payments to 
the pension reserve the commission had 
disallowed, but the court allowed them 
in full saying: 

In many states there are today statutes 
providing for old age pensions. Pension 
systems are common in large corporations. 
In my judgment plaintiff's system is proper 


and the amount being annually set aside is 
ascertained by proper methods. 


The commission found 6 per cent a 
fair return under present conditions, 


= 


and this finding the court sustained. 
The court found that the rates pre- 
scribed by the commission would have 
produced a return of 6.3 per cent upon 
the fair value of the company’s property 
in 1933. Upon all the evidence, it 
found the rates reasonable for future 
application, and required a refund to 
subscribers since the effective date of 
the commission’s order. 

An accounting order of the commis- 
sion made in conformity with an act 
of Congress applicable in the District 
of Columbia, which required the com- 
pany to credit the depreciation reserve 
with interest at 4 per cent upon the 
amount of the fund, was held invalid 
by the court upon the ground that the 
Transportation Act of 1920 had trans- 
ferred to the Interstate Commerce Com- 
mission power to prescribe depreciation 
accounting, and that the commission 
had exercised that power in its depre- 
ciation order, effective January 1, 1933. 
The court ruled, however, that until the 
Interstate Commerce Commission fixes 
depreciation rates, the District of Co- 
lumbia commission has power to pre- 
scribe the amounts to be charged there- 
for, but that the company may not be 
required to credit interest thereon to 
the account, no such requirement having 
been made by the Interstate Commerce 
Commission. Chesapeake & Potomac 
Telephone Co. v. Public Utilities Com- 
mission. 


Minimum Rate Not a Valid Subterfuge for 
Prohibitive Service Charge 


Ta Nebraska legislature in 1933 
(Session Laws, Chap. 60) passed 
a statute prohibiting the so-called “serv- 
ice charge” or any other charge for 
electricity in addition to that based upon 
the energy “actually furnished by the 
kilowatt hour.” The lowa-Nebraska 
Light & Power Company, following the 
enactment of this statute, began to 
charge certain customers for electric 


service in eastern Nebraska a so-called 
minimum monthly bill of $2.40, which 
included five kilowatt hours. Other 
customers were charged a minimum 
rate of $3.874, which included five kilo- 
watt hours per month. Some of the 
customers so served complained to the 
commission. 

In response, the utility company not 
only purported to justify the legality 
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of its rate, but attacked the jurisdiction 
of the commission to entertain the com- 
plaint. Ruling on the jurisdictional is- 
sue, Commissioner Bollen, rendering 
the commission’s opinion, held that the 
commission has jurisdiction over rates 
for all service rendered within the state 
to customers located outside of or be- 
tween incorporated municipalities. The 
opinion held that this applied to rate 
charges for service by an electric utility 
operating an electric transmission line 
from within a municipality to individual 
customers located outside the municipal 
boundaries. 

As to the monthly minimum ate, 
the commission found that it was in 
violation of the statutory prohibition of 
the service charge, because it included 
a charge for a specified amount of 


energy. The commission’s opinion con- 
ceded that the statute would permit 
the imposition of a monthly minimum 
charge in the nature of a guaranty of 
a certain amount of business per month. 
The company objected to the commis- 
sion’s enforcement of the statutory pro- 
hibition against the service charge on 
ground that it was a penal statute and 
that authority to enforce it had not been 
expressly delegated to the commission. 
The commission conceded that the stat- 
ute had not expressly delegated its en- 
forcement to the commission but re- 
fused to conclude that the commission 
was therefore without jurisdiction to 
enforce such provisions or to prevent 
violation thereof. C. W. Miller et al. 
v. lowa-Nebraska Light & Power Co. 
(Formal Complaint No. 755.) 
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Texas Utility Granted Right to Increase Rates 


nN 1926 the Community Natural Gas 
Company installed a distribution 
system at Royse City, Texas, under a 


contract with the city officials, which 
fixed a gross charge for domestic gas 
at 75 cents per thousand cubic feet 
and a net price of 674 cents, with a 
50-cent service charge. Sometime after 
that a dispute arose between the parties 
and the Texas commission finally ap- 
proved the rate under which the utility 
had been operating since the beginning 
of the business. 

Thereupon, the municipality took 
steps to compel the utility company to 
put such rates into effect. The utility 
company sought to promulgate a slight- 
ly higher rate, although the difference 
- between the two schedules was so small 
as to make the Federal court to which 
the utility appealed for an injunction 
somewhat impatient. The court held 
that where a corporation selling natural 
gas purchases its supply by agreement 
in interstate commerce from a pipe-line 
company with which it is corporately 
affiliated, the reasonableness of the in- 
terstate price is subject to inquiry by 
state authorities wpon application of the 


local company for permission to in- 
crease its rates. 

The court found that the complainant 
in the case at bar was wholly a distribu- 
ting company buying the gas which it 
distributed from the Lone Star Gas 
Company, operating 5,000 miles of pipe, 
and taking gas from approximately 30 
fields in distant points of Texas and 
Oklahoma. The suit involved testi- 
mony concerning the value of the util- 
ity’s property and its operating expens- 
es, as well as the property and ex- 
penses of the Lone Star Gas Company. 
The question arose whether the rates 
sought to be enforced by the city would 
result in confiscation. 

The service rendered in Royse City 
was slightly in excess of $11 per year 
per customer. The testimony showed 
that an annual charge of as much as 
$12 or $13 or $14 might be reasonably 
allowed. The court said: 


It is doubtful whether the alleged con- 
fiscation is not largely theoretical. But if 
the court must decide, it must be concluded 
that there is no sufficient earnings upon 
the invested amount at the present rate. 
The retura falls short of 8 per cent. 
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The court did not believe that an 
8 per cent return would be of help, but 
pointed out on the other hand that 9 
or even 10 per cent might be justifiable 
and permissible under some circum- 
stances. The court finally granted a de- 
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cree permanently enjoining the city 
from interfering with the promulgation 
and collection of a reasonable rate at 
the Royse City distributing plant. Com- 
munity Natural Gas Co. v. City of 
Royse City et al. 


Other Important Rulings 


T° denying an application of a motor 
carrier for a certificate to transport 
freight and other property between 
Flagstaff and the Arizona-New Mexico 
line (serving intermediate points), the 
Arizona commission announced its pol- 
icy with respect to granting such appli- 
cations in the state as follows: “Of 
primary importance as evidence of con- 
venience and necessity would be con- 
sidered the effect of the proposed opera- 
tion upon consumers and merchants in 
territory proposed to be served, together 
with proof of the inadequacy of exist- 
ing service, if any; of secondary im- 
portance would be considered evidence 
of the convenience and necessity of the 
proposed service to shippers or prospec- 
tive shippers, as well as evidence of the 
financial and other qualifications of the 
applicant.” Re Alabam’s Freight Co., 
Inc. (Docket No. 3994—A-2160, De- 
cision No. 7557.) 


The Missouri commission denied a 
motion that an application for authority 
to operate as an irregular carrier be 
made more definite and certain by re- 
quiring the application to specify the 
points between which the proposed 
service is to be furnished, where the 
application had followed the language 
of a statutory definition of an “irregular 
route.” Re M. C. Foster (Case No. 
8739.) 


The Ohio commission revoked the 
certificate of a motor carrier and di- 
rected that its operations cease upon 
evidence that the carrier had persistent- 
ly violated various rules and regulations 
regarding the operation, equipment, and 
inspection of motor busses in the in- 
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terest of public safety. Re Nevin 
Western Lines, Inc. (No. 8889.) 


Upon voluntary consent of electric 
utilities serving a drought stricken rural 
area, the Wisconsin commission or- 
dered a temporary emergency rate re- 
duction of approximately 50 per cent of 
the service charges, based on transform- 
er capacity for a 4-month period in 
order to relieve the farmers during the 
unusual economic conditions prevailing. 
Re Northern States Power Co. et al. 
(2-U-657, 2-U-470.) 


The District of Columbia commission 
has ordered the local electric company 
to return a fund of $40,414, consisting 
ef accumulated deposits and interest 
thereon to power consumers. About 
$25,000 of the fund consists of deposits 
and the balance consists of accumulated 
interest. After service had been dis- 
continued, the customers failed to claim 
these deposits. The company was or- 
dered to use all possible means to locate 
the depositors and return their fees. 
The commission has not decided yet 
what will be done with the remaining 
balance. The fund represents deposits 
made by 15,195 customers. One of the 
accounts dates back to 1893. On the 
original deposit of $5 there was an in- 
terest accrual of nearly $10. Re Po- 
tomac Electric Power Co. 


The District of Columbia commission 
won an important victory when Justice 
Luhring of the District Supreme Court 
filed a memorandum opinion holding 
utility corporations liable for all court 
costs in cases which they appeal from 
commission orders. The particular case 
under review was one in which the 











